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LOCAL AGENTS AND SCHEDULE RATES. 


The Fire Insurance Situation—Rates Abnormally Low—Increased Tariffs Absolutely Necessary — 
Why Agents Oppose the Advance—Criticisms of the New Schedules—Shall the New 
System of Rating Prevail—Where the Real Interest of Agents Lies. 


We wish to consider some phases of 
the present conflict of interest be- 
tween fire insurance companies and local 
agents in respect to rates. The conflict 
is'a natural one. There is much to be 
said upon both sides. We think, with a 
fair consideration for existing conditions, 
that the position assumed by agents 
towards their companies is not wholly a 
reasonable one. 

For the past four or five years the 
business of fire insurasuce, as a whole, 
has been suffering from depressed rates 
as it has never suffered before. The 
trouble today is not an increased rate 
of burning. The relative consumption of 
property by fire is not abnormal. Nor 
has the ratio of expense in fire insur- 
Rnce, during the past five years, in- 
creased in an abnormal degree. 

It is, however, a fact that the average 
rate of insurance collected from the pro- 
perty owner has been driven down by 
competiton to a figure so abnormally 
low, as to be absolutely inadequate to 
provide for a normal rate of burning, an 
average rate of expense and a reasonable 
profit wpon the capital risked. 

These are the exact conditions, patent 
to any careful and conscientious student 
of the situation. F're insurance com- 
been selling 
This is the 
one paramount fact which the companies 


panies, as a whole, have 
their indemnity below cost. 


have been compelled to face. It is the 
condition which they are now trying to 
remedy. 

There is no sweeping measure which 
fire insurance companies can take to re- 
duce the rate of burning, which, as we 
have said, is normal; nor can they, with- 
out the complete and effective co-opera- 
tion of their agents, reduce the ratio of 
expense materially; but they can _ in- 
crease the price of insurance to a figure 
which will cover the actual cost of pro- 
duction and yield? them a reasonable 
margin of profit. They not only can do 
this, but it is their business to do it, and 
that is the task in which the managers 
of fire insurance companies are now en- 
gaged. 
frequently checked, and in some instan- 


Nevertheless, this purpose is 
ces defeated, by the opposition of agents 
who, either do not understand the gen- 
eral situation in regard to rates, or whose 
local self-interest is of more importance 
to them than the larger interests of the 
companies. 
Me 
The Agents’ Position. 
The position of the agent in opposing 


‘an advance of rates is a natural one. 


The history of fire insurance is a record 
of constant effort to adjust and readjust 
itself to new conditons. These changes 
occur only at the expense of a conflict 
between the companies and the property 
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owner acting through the 
agent with whom he places his insur- 
ance. Thus the struggle to get higher 
rates for the companies on the one hand, 
and the struggle to prevent this increase 
on the other hand by the agent, is due 
to the fact that the self-interest of each, 
in the particular object aimed at, seems 
to be in opposition. The corporation, act- 
ing in the interests of its stockholders, 


indirectly 


must produce sufficient income to realize 
a reasonable profit. The agent desires 
to obtain for his client insurance at the 
lowest rate; and, in fact, he is compelled 
by competition to do all he can to make 
the company grant the insurance upon 
the lowest terms. The opposition of the 
agent to an increase of rates, and his 
repuest for a decrease of rates is but a 
logical response, due to his close personal 
relations with the property owner. 

It is quite natural, also, that the agent 
should be willing to have the rates upon 
the risks which he does not control in- 
creased and oppose an increase upon 
those which he does control, and as every 
agent in a given locality is bound to act 
in accordance with this logical self-in- 
terest, any attempt at a general read- 
justment of rates is practically destined 
to cause friction with every agent in that 
particular locality. 

es F 
Raising Unprofitable Classes. 

As we have said, the conditions of fire 
insurance demand a substantial increase 
in the average rate charged the property 
owner throughout the country, in order 
to provide for a normal rate of burning, 
an average rate of expense and a reason- 
able profit. For the past two 
there has been a general movement on 
foot among the companies to accomplish 
this result. This 
prompted by a desire to increase profits, 
but is nothing more nor less than a mea- 
sure of self-preservation. No corpora- 
tion, no matter how strong it may be 
financially, can continuously sell its pro- 
duct at less than cost, without inviting 
disaster. 

Public opinion will not admit of a raise 
in rates through the former easy but 
wholly unscientific plan of flat advances; 


years 


movement is not 


Insurance Economics 


—nor in fact, will the internal econ- 
omics of the business admit of a read- 
justment upon that basis. The attempt 
at readjustment has, therefore, taken ef- 
fect along different, and, as it seems ito 
us, better lines. In other words it has 
been applied to unprofitable classes of 
risks, and unprofitable classes 
have been determined by a comparison 


these 


of the experience of leading companies 


in the business. 


We know that this combination of ex- 
perience does not represent a joint classi- 
fication of statistics, nor can it be ac- 
cepted as a system by which the cost 
of insuring specific classes of risks can 
be determined with even approximate 
accuracy. The system and methods of 
rating in fire insurance are undergoing 


“changes, but they have not yet advanced 


to that point where the adjustment of 
rates is determined by a scientific, or 
even quasi-scientific application of statis- 
tics. Evolution in fire insurance has not 
progressed rapidly enough, to make that 
system of any practical use in the im- 
mediate emergency with which the fire 
insurance companies of America are con- 
fronted. It has only progressed far 
enough to prevent the use of the 
flat advance, and to substitute there- 
for the application of the schedule 
system of rating to unprofitable classes. 
And while this is but 


scientific fire underwriting, yet it is a 


a step toward 
fact that the emergencies of the business 
on one hand, modified by public opinion 
upon the other, have made the applica- 
tion of schedules to unprofitable classes 
the logical and the only practicable 
method of increasing premium income. 
Nothwithstanding this fact it seems to 
have created more opposition and criti- 
cism among the agents than a flat ad- 
vance. The reason is simple. A uniform 
ratio of advance upon all risks carries on 
its face a deceptive impression of perfect 
equality, whereas advances alpplied to 
specific classes of risks do not possess this 
superficial advantage. Furthermore, when 
this advance upon particular classes is 
obtained through the application of a 
schedule, the variations from former 
rates are likely to be so radical as to 
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give seeming potency to the cry of “dis- 
crimination.”’ 


Fe 


The Schedule System. 


As a result of the general movement 
among the companies to obtain an in- 
creased premium income, schedules have 
been prepared and are now being applied 
to different classes of risks in different 
parts of the country. These schedules 
affect some of the most important classes 
of risks in the business,—classes which 
produce a large proportion of the pre- 
mium income of the companies. The 
base rate of these schedules is predicated 
upon the best combined experience ob- 
tainable from the companies at this time, 
while the charges for deficiencies and 
the improvements are regulated, (so far 
as human judgment, in the present state 
of fire insurance science, can regulate 
them) to adjust the rate equitably upon 
the individual risks of a specific’ class. 

We therefore have a base rate apply- 
ing to all risks of the same class «s- 
tablished upon the best obtainable com- 
bined experience, and a system of char- 
ges and credits which equalizes the rate 
upon the different risks of the class, and 
this, it seems to us, is the best plan 
which can be pursued, under existing 
conditions, to restore the depressed rates 
of fire insurance to a normal condition. 

As might well be expected, the appli- 
cation of these schedules to specific risks 
has created some wide variations im rates, 
and, in many cases, unexpected results. 
In some instances, it is found that the 
rates upon risks which ‘were regarded 
as poor are reduced under this schedule, 
and in others, where risks were regarded 
as good, rates have been substantiaily 
increased; and also that the ratio of dif- 
ference between the rates upon good and 
bad risks in particular localities, is shown 
to be much less under the schedule than 
under the former rates. It thus happens 
that coupled with a natural desire to pro- 
tect the interests of clients against an in- 
crease in rates, the agents’ position is 
strengthened by what seems to be a 
striking inconsistency, if not a radical de- 
fect in the schedule rates. 


But, while it may be true that the new 
schedules do not accurately measure the 
cost of carrying the risk, are the sched- 
ules necessarily proved to be defective be- 
cause the results produced vary so widely 
from former rates? On the contrary, 
might not these variations quite as log- 
ically be accepted as proof that the for- 
mer rates, established under the judg- 
ment system, were wrong; that. the meth- 
ods of thought in regard to rates and the 
physical standards by which risks have 
been judged were seriously defective. in 
the absence of combined statistics? May 
it not be that the varying results pro- 
duced by the schedule, but show how nec- 
essary it is to readjust the standards of 
selection in fire insurance in accordance 
with a more scientific system? May not 
the conceptions heretofore entertained in 
regard to the value of risks need to be re- 
adjusted to more modern conditions? 

We are confronted by this issue:— 
Which is the best system of applying the 
rate, the judgment system or the so-called 
scientific system by means of classified 
statistics and schedules. If we accept the 
latter as being more nearly correct and 
better adapted to modern conditions, then 
we must likewise accept the disclosures 
which it is bound to make in regard to 
the errors of the past under the judg- 
ment system. 


se 
An Advanced Step. 


We do not wish to be understood as 
saying that the schedules, as now applied, 
must be accepted inflexibly without 
change. On the contrary, we presume 
that they are crude ‘in some respects and 
subject to improvement in details. But 
the time has arrived when we must either 
accept or reject the schedule 
when we must say whether it is right 
or wrong to apply the same system of 
measuring cost to all risks of a par- 
ticular class. The only ground upon 
which the schedule system can be ap- 
proved is that it equalizes the cost of 
the class, by taking into consideration 
the actual character of the risk; but the 
schedule will lose its whole value for 
such a purpose if. in the case of partic- 


system; 
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ular risks, it is molified for the purpose 
of making concessions to local agents 
who are unwilling to accept the new 
standards of cost determined thereunder. 

Schedule rating, coupled with combined 
classification, has come to stay. It is 
bound to create surprises and to shat- 
ter old ideas. It is, in one sense revo- 
lutionary: in another, strictly evolution- 
ary. It is a logical outgrowth of condi- 
tions. It is a step towards a more eco- 
nomic adjustment of the fire cost. Is 
it wise for local agents to attempt to stem 
the tide of progress or oppose the change 
in the methods of fire insurance rating 
even if, by so doing, they may tempora- 
rily check the application of the sched- 
ule? 

In fire insurance, as in everything 
else, it is the men who stand in the fore- 
front of progress who succeed in the 
We believe that in its final 
self-interest of the 
agent lies in accepting the application of 
the schedule system, because when it is 


long run. 
analysis, the real 


once in force and the friction caused by 


its application has been passed over, it 
will greatly simplify the question of rates 
and remove many of the difficulties which 
the local agent now has to encounter in 
his relations with the property owner. 

The new system of rating is in its es- 
sense more just than the old method and 
more adaptable to the actual facts. The 
managing fire underwriters of the coun- 
try are convinced of this fact and are 
determined to put the schedule system in 
force throughout the country as rapidly 
as possible. The agent as the local rep- 
resentative of the companies, rests under 
obligations to his principals. If an in- 
creased premium income is necessary to 
the companies, (as it is beyond question), 
and the most equitable way to obtain such 
an increased income is by the applica- 
tion of schedules to unprofitable classes, 
it is hardly conceivable that the agent, 
under such circumstances, 
against his own best interests if he does 
all in his power to assist the companies 
in their purpose. ; 


is working 





CONCENTRATION AND 


There is a growing feeling among man- 
agers and local agents, that the contrac- 
tion in the supply of insurance, through 
retirements, absorp- 
tions, is likely to stand in the way of a 
settlement of the multiple agency question, 
at this time. It is believed that under the 
circumstances, the restriction of each 
company to a single agency in a given 
locality, would so seriously jeopardize the 
many 
agents, as to make an arbitrary ruling 


reinsurance and 


interests of companies and of 
unwise and probably ineffective. 

The agent of a company which has 
reinsured, having on his books a good line 
of business, can hardly be blamed if he 
is willing to accept the second agency 
of the reinsuring company, in order to 
preserve his plant. At the same time, it 
is no more than natural that the company 
which takes the reinsurance, should wish 
to hold the business through the medium 
of a second agent. 

It is held by impartial observers that 


MULTIPLE AGENCIES. 


with the present contraction in insurance 
supply, the of a_ single 
agency rule would effect such violent 
readjustments, and so seriously interfere 
with the interests of many agents, as to 
render it impracticable. The views of 
disinterested company managers are 
fairly voiced by Mr. Henry W. Eaton of 
New York, in replying to the following 
questions, submitted for his 


enforcement 


consider- 
ation: 


1. Is a conference between the com- 
panies and Agents on the = single 
agency question desirable at this time? 

Yes; I can see no possible objection to — 
it. 

2. Do you think the general adop- 
tion of the single agency rule is feasable? 

No. 

3. If not, what is the nearest ap- 
proach possible under existing conditions 
to a reduction in the number of agents? 
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A rule to prevent the employment of 
more than one agent, except under cir- 
cumstances which render a second or 
third agent indispensable, as for instance, 
where a local company has been rein- 
sured and an additional representation 
is absolutely necessary to preserve the 
business purchased. Conditions could 
easily be laid down by which such a 
proper concession would not be abused. 
There may be other conditions requiring 
exception, which a greater familiarity 


with the subject than I possess might 
easily suggest. I feel only able to speak 
positively as to the impossibility of any 
inflexible rule of limitation to single 
agencies. 

Henry W. Eaton. 


Mr. Eaton’s views seem to be, therefore, 
that a conferance with the agents is 
desirable and that such a conference 
should be able to formulate a flexible rule 
which would meet existing conditions. 





THE CHANGE OF BENEFICIARY CLAUSE. 


Actuaries Seem to Favor the Clause—Grounds of the Oprosition— Possibility of Legal Com 
plications—Arguments Presented Upon all Sides—Views of Messrs. DeBoer 
and McCabe—Editorial Comment. 





We are able to present in this num- 
ber a more complete review of the recent 
discussion before the Actuarial Society of 
America relating to the change of bene. 
ficiary clause, contained in the transac- 
tions of the dociety just promulgated. The 
matter is of so much importance to com- 
pany executives and to field men, that 
the views of the actuaries,—particularly 
those of Messrs. DeBo ~ and McCabe dis- 
cussing the question : »m directly opplo- 
site points of view,—will be of particular 
value. 

The general situation in regard to the 
clause was discussed last month. The 
clause is comparatively a new one in life 
insurance. It was first adopted by the 
Equitable Life Assurance Society in 1896, 
at the suggestion of the company’s ac- 
tuary, Mr. Van Cise. In explanation of 
his reasons for advising the company to 
insert this clause, Mr. Van Cise says: 

“During an experience of some twenty- 
five years, in charge of the settlement of 
policies for cash values, I have seen so 
much trouble and so many cases where 
the man who had paid the premiums was 
deprived of the right he should naturally 
have had, that I considered it an aid to 
the company in the settlement of the poli- 
cies anda matter of justiceto the man who 
paid ‘the premiums to have a clause of 
this kind. I do not undertake to pass 
upon the legal part of the question, but 


jit seems to me as a matter of right that 
the man who pays the premiums should 
have the privilege of determining the dis- 
position of the benefits.” 

Messrs. Loveland of the Northwestern, 
Gove of the Prudential and McClintock 
and Lewis of the Mutual, all expressed 
substantially the same views so far as 
the rights of the premium payer were 
concerned. 

There are two phases of the question, 
one legal, one moral. The legal questions 
involved are first, whether the laws of 
many of the United States and Canadian 
provinces, will permit the insertion of a 
change of beneficiary second, 
whether a clause permitting a change of 
beneficiary does not render the property 
attachable by creditprs, the same as a 
contract made payable to the estate of 
the insured, thus depriving the benefi- 
ciary of the protection sought. 

The moral question involved is whether 
it is right for a-company, having obtained 
from the insured the name of the benefi- 
ciary whom he desires to protect, to allow 
a subsequent change in the beneficiary or 
to insert a clause which may subject the 


clause; 


‘ policy to the attachment of creditors. 


Upon both the legal and the moral 
phases of the problem, there are differ- 
ences of opinion. These differences were 
quite exhaustively considered in the dis- 
cussion before the Actuarial Society by 
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Mr. DeBoer of the National Life in favor 
of the clause, and by Mr. McCabe of the 
North American Assurance Society of Can- 


Resume and Conclusions by Joseph A, DeBoer. 


Mr. DeBoer said that the question is 
a practical one frequently met by the 
manager in his daily work. It is of more 
than ordinary consequence and should 
be fully considered. He stated the ques- 
tion to be as follows: 

‘On what ground can a change of 
beneficiary, by sole act of the insured, be 
legally justified, if regard is had to the 
laws of many of our States and to the 
law relating to the beneficiaries in sev- 
eral of the Provinces of the Dominion of 
Canada?” 

Mr. DeBoer stated that the contentions 
advanced against the change of benefi- 
ciary clause are first, that it defeats en- 
tirely the main object which leads many 
persons to insure their lives, namely, to 
make provision for their dependents; and 
second, that this power if effective, ren- 
ders the policy no longer free from the 
claims of creditors, but in case of the in- 
sured’s insolvency, enables his trustee in 
bankruptcy to surrender his policy for 
the benefit of creditors. He pointed out 
also that the case involved two questions, 
the legal effect of such a clause and its 
moral influence upon underwriting. Mr. 
DeBoer cited the. policy conditions of 
thirty-five companies to show that the 
right to change a designated beneficiary 
is today quite commonly reserved to the 
insured, and is used in connection with 
a very large volume of new business 
now being issued by many companies, in- 
cluding many of the largest offices in the 
United States. 

cs Fe 


Legal Phases of The Question. 

In regard to the legal phases of the 
question, Mr. DeBoer said that the opin- 
ion expressed by Mr. Charlton T. Lewis 
must be generally recognized as having 
the weight of great authority. This opin- 
ion he summarizes as follows: 

(a) When the power to change the 
beneficiary is unconditionally reserved to 
the insured, ownership in the policy as a 
piece of property cannot be distinguished 
from ownership in a policy expressly 


ada in opposition to its use. 


We present 
herewith a synopsis of the views of each: 


made payable to the insured’s estate. 
(b) A reservation to change the benefi- 
ciary is inconsistent with a desire to pro- 
tect a beneficiary right, for instance, that 
of a wife. (c) Such a policy is really 
for benefit of a person to be appointed by 
the insured, in substance, a policy for 
benefit of his estate. (d) Under the 
United States Bankrupt Law the trustee 
takes a title of the bankrupt, including 
all power held by bankrupt, coupled with 
any interest in the property, or which 
power, lawfully exercised, would add to 
would be 
different if the reserved power to change 


his estate. (e) The question 


were limited to a named group of per- 
sons, of which group the insured is not 
one.”’ 

Upon the other side of the legal ques- 
tion, Mr. DeBoer quoted the opinion of 
William B. Smith, who regards insurance 
under the change of beneficiary clause 
just as secure from the attacks of cred- 
itors as under the old form of policies. 
He summarized Mr. Smith’s opinion as 
follows: 

“(a) The right of the insured to change 
the beneficiary does not necessarily give 
his creditors a claim. (b) A debtor may 
dispose of property exempt by law from 
This power to dispose 
does not interfere with the exemption. 
(d) In case of statutory beneficiaries, 
they are protected to the same extent, 
although the insured may change the 
beneficiary under this policy. (e) When 
statutory protection does not exist, the 
courts will not be likely to disturb the 
beneficiary, unless the insured are guilty 
of fraudulently disposing of their prop- 
erty and then only to the extent of their 
fraud. (f) This much would be done un- 
der any policy in like cases, where there 
is fraud.” 


execution. (c) 


ae Fe Ss 


Its Moral Aspects. 

On the moral phases of the subject Mr. 
DeBoer summarized the arguments and 
expressions of opinion as follows: 

“(a) The principal object of life insur- 
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ance is for every man to make some part 
of his insurance for the benefit of his 
wife and family. (b) One man in a thou- 
sand may anticipate domestic trouble, but 
this is no reason why this one man should 
disturb the insurance business of all the 
rest. (c) The attempt is puerile to make 
some person beneficiary of a life insur- 
ance policy and at the same time not to 
do so. (d) The clause adds a decided 
element of uncertainty and is, for that 
reason, objectionable, although to bar the 
privilege would act as a deterrent with 
many proposers. (e) The clause origi- 
nated with some small assessment com- 
panies and was taken up by one of the 
New York companies as a chromo. (f) 
The clause encourages surrenders and 
loans. (g) It also places in jeopardy by 
the husband’s act the equity of the wife, 
who often shares in the payment of the 
premium. (h) The right to change a 
beneficiary may conceivedly encourage 
the already too prevalent disposition to 
secure separation and divorse. (i) 
Against all which appeared the opinion of 
one prominent manager, to-wit: ‘I per- 
sonally regard the clause as one of the 
most equitable and advantageous that 
has ever been adopted in connection with 
any policy. 


> 


es Se 


Mr. De Boers’ Conclusions. 
Having presented the fact of the case, 


Mr. DeBoer proceeds to discuss the ques- 
tion from his own point of view, and we 
quote his expressed views thereon in 
their entirety: 

“Upon the law of the clause, allowing 
change of beneficiary, there is evident 
uncertainty, as there will continue to be 
until the Courts have declared what the 
That really constitutes the whole 

the entire practical 


law is. 
question 
and upon that it can hardly be expected 
that I should venture to speculate or 
express a view. 
pect that the legality of the clause, i. e., 
the right of the insured to claim and use 
it, will be established by judicial decision, 
because that seems tio me the true and 
best course, best for the insured, for the 
beneficiaries and for life insurance. 


question, 


Naturally, I hope and ex- 


“ Perhaps I ought to state my reasons 
for holding to this opinion, since it stands 


opposed to the expressed view, baldly 
stated, that the reserved right to change 
a beneficiary at will of the insured is 
immoral. It seems to me both moral and 
wise, when desired, and in the vast ma- 
jority of cases it is desirable and right. 
Like all forms of social work, life insur- 
ance has improved, and, as an art, it 
adapts itself more perfectly to its envi- 
ronment. It hecause it 
individual 
vicissitudes and adverse experiences, but 
it cannot, in the nature of things, be ex- 
to cover all. It greater 
protection because it has extended the 
powers of the individual to select the kind 
of protection applicable to his case and 
the time periods within which he may 
exercise his judgment in his selection. 


insures better 
covers a greater number of 


pected offers 


There is always a danger in diminishing 
the grip of a company and in strengthen- 
ing the grip of its individual members, 
but, so far as this can be done without 
actually impairing the strength or sol- 
vency of a company, the art of insuring 
life is improved; and, so far as this can 
be done without impairing mutuality, it 
is perfected. Insurance must be made at- 
tractive in the true sense and of its at- 
tractiveness the element of its certainly 
responding to individual needs is para- 
mount. 

“ Briefly summarizing my reasons in 
support of the insured’s right to control 
his pelicy, as regards the payment of its 
proceeds, I respectfully submit. 

(a) “The man who pays for a piece of 
property ought, barring taint of fraud in 
the transaction, to control its disposition. 
In general, admitting that there are ex- 
ceptions, the insured is best able to de- 
cide what it is best for him, or his wife, 
or any member of his family. In any 
event, to him is best charged, precisely 
as he must assume it in most of life’s 
transactions, responsibility for its deter- 
mination. 

(b) ‘“‘In innumerable instances the cir- 
cumstances of a life undergo material 
change, destroying the original purpose 
for insurance and 
equity in and need for the proceeds of a 
policy on the part of the insured within 


creating a greater 


his lifetime than on the part of any 
beneficiary. 
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(c) “The current policy of the insur- 
ance is freed from original objections,— 
forfeiture, disputability and onerous con- 
ditions. It has become a policy of guaran- 
tees, cash values, automatic paid-up or 
extension and loan values, and has been 
liberalized as to residence, travel, occu- 
pation, incontestability, etc. Surplus per- 
iods have been introduced with corres- 
ponding conversion options. Instalment 
benefits, also, are now secured in pay- 
By different 
steps the insurance has been made more 


ments of various amounts. 


highly protective to the insured and his 
It is desirable, indeed almost 
necessary,in all such cases, to centralize 
the power of choice and adjustment some- 
where and in no one more properly than 
the insured can this be done. 

(d) ‘‘No one proposes to take the policy 


beneficiary. 


out of the property of the beneficiary, 
if it is desired to absolutely vest it there. 
Neither does it appear that any company 
declines to issue policies for benefit of the 
insured’s estate. The proposition is to 
trust the proposer to take care of him- 
self and of his own and to bring life in- 
surance safely within the range, as has 
fong since been done, of a wide appli- 
cation and utility in both the home and 
in business. 

(e) “Finally, the extent of this practice, 
as regards both the number of companies 
and amounts of insurance involved, 
appears to sustain the claim that the 
practice is not regarded immoral and in- 
consistent, but as meeting the demands of 
a legitimate and consistent market in the 
United States.” 


Mr. McCabe’s Exposition of the Law. 


Mr. McCabe in discussing the other side 
of the question, stated that there were 
three classes of beneficiaries under life 
polices, the beneficiary having no interest 
in the life of the insured, one who has 
such an interest as a creditor or other- 
wise, and statutory, beneficiaries, such as 
He stated that the 
latter class comprises the great majority 
of beneficiaries and that their rights are 
governed by the statutes of nearly all 
English speaking countries. It has fre- 
quently been held by the courts that a 
policy made payable to said beneficiaries, 
raises an irrevocable trust in their favor, 


wives and children. 


which no act of the insured can impair 
Stat- 
utes of the following states and Canadian 
Provinces provide that the proceeds of 


without the beneficiaries’ consent. 


policies payable to married women shall 
inure to their benefit and that of their 
children to the exclusion of creditors 
and husbands;—New York, Massachusetts, 
Ohio, Tennessee, Connecticut, New Hamp- 
shire, Kentucky, 
Alabama, 


Kansas, Maryland, 
Florida, Illinois, 
Iowa, Maine, Michigan, Missouri, Miss- 
issippi, Rhode Island, North Carolina. 
Prince Edward Island, Nova Scotia, New 
Brunswick, Ontario and British Columbia. 
He cited the decision of the Supreme 
Court of Maine to the effect that the 


California, 


moment a policy is issued, the beneficiary 
obtains a vested interest therein, which 
the insured cannot surrender without the 
beneficiary’s consent; also a number of 
other decisions which appeared to estab- 
lish the same point, and said, “Can such 
laws creating this special property and 
beneficiaries thereunder, be overridden by 
such a power as that in the clause in 
question, even if such laws be especially 
waived?” 

Mr. McCabe also claimed’ that the 
policies cannot be surrendered by the in- 
sured so as to divert the beneficiaries’ 
interests, and an attempted surrender 
followed by the issue of a new policy for 
a different beneficiary in the place of the 
old, will either be regarded as void in toto, 
or the substitute policy will be considered 
as continuing the interests of the original 
beneficiary. He said, furthermore, that 
in the State of New York, the rule that 
the beneficiary has an irrevocable inter- 
est, has been applied to tontine policies 
in such a way, as to invalidate an assign- 
Mr. McCabe questioned whether a 
change of beneficiary clause would be 
valid in the face of statutory laws, and 
believed that from this point of view, it is 
unsafe for companies to adopt the clause. 
The beneficiaries in question have statu- 
tory rights, and the attempt to reserve 


ment. 
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the power to change such beneficiary, is 
inconsistent with the right to protect such 
beneficiaries against the claims of credi- 
tors. If the insured sees fit to name a 
wife or child as his beneficiary, the rights 
of such a beneficiary cannot be diverted 
by, the insured. 

Mr. McCabe entertained the opinion 
that while the clause was undoubtedly 
designed to meet the requirements of 
policyholders, yet it was well calculated 
to entail possible litigation and create 
dissatisfaction with the companies who 
use the clause. He says: 

“IT respectfully submit that, while this 
clause may meet a certain class of diffi- 
culties: in policy settlements, it must in- 
troduce, in my opinion, much more serious 
ones than those it was intended to meet. 
I cannot too strongly urge that, in my 
opinion, it is in entire opposition to the 
spirit ef modern law on the subject of 
life insurance, which has aimed to make 
a life policy a provision for the family, 
differing from any other property a per- 
son can acquire, in that it is free from the 
claims of the creditors of the insured. 
Tihe adoption of the clause in question 
constitutes a most serious attack upon 
the bulwark of life insurance, which is, 


Practical Aspects of the 


We cannot express an opinion as to the 
legal phases of the question. There appear 
to be differences of opinion upon that 
point. Mr. Lewis is, however, a high 
authority on insurance law and, as Mr. 
DeBoer says, ‘his opinion should be given 
due weight. The companies using the 
clause, should examine the statutes of the 
different states very carefully to see if 
the use of the clause is in conformity 
thereto. As Mr. McCabe suggests, it may 
be unsafe for them to use the clause in 
some states and might lead to litigation. 

The claim that it is immoral to insert a 
change of beneficiary clause in the policy 
must rest upon this assumption;—that 
life insurance is for the benefit of wives 
and children only and cannot be used 
for any other purpose. If this be true, 
then the policyholder, when he takes out 
a contract, must name a wife or a child 
as his beneficiary, thus creating an ir- 


in the majority of cases, practically all 
the insured leaves for his family. When 
one considers the cost of living in modern 
times, and the relatively small income 
of the majority of the professional and 
industrial classes especially, it can be 
understood how difficult it is for many of 
this class to make anything like adequate 
provision for their families except by life 
insurance. In view of these -consider- 
ations, is it not a matter of the highest 
moment for us to consider, if there be 
occasional difficulty in the settlement of 
policies, whether it is not possible for us 
to devise some better means than using 
one that tends to attack and destroy the 
main support of the system—the protec- 
tion of the family?” 

Mr. McCabe thought that the purposes 
of the change of beneficiary clause could 
be best secured by effective legislation, 
but ‘the general adoption of the clause is 
sure to work injury to many beneficiaries, 
and to bring trouble to the business itself. 
It is a mistake for the companies to hold 
up tto the public the expectation that 
policies containing the change of benefici- 
ary clause can be obtained, and at the 
same time, secure them against attach- 
ment by creditors. 


Case: by the Editor. 


revocable trust, and, it will be immoral 

for him to take out any other kind of a 
policy. 

But as a matter of fact, life insurance 
policies are taken out for a great many 
other purposes, a constantly increasing 
number of purposes. If it is morally right 
for a man to take out a policy made 
payable to his estate or to protect any 
other interest than that of wife and 
children, it is not immoral for him to 
obtain a policy from the company which 
permits a change of beneficiary. 

The view entertained as to the morality 
of the transaction depends entirely upon 
the point of view. We do not know that 


“Mr. McCabe contends that it is immoral 


to take out a life insurance policy payable 
to the estate, or to protect any other 
interest which the insured may have, but 
if he does take this position, then his 
claim that the change of beneficiary 
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clause is wrong, is, from his point of view, 
correct. 

To us it does not seem to be immoral 
for a man to take out a policy payable to 
his estate, or to protect the interests of 
creditors in the event of his death, or to 
provide for any other condition contingent 
upon death. Nor does it seem 
be immoral for the take 
a policy with a named 
beneficiary reserving to himself the right 
to change the beneficiary at a subsequent 
should he 
The first duty of every man who has a 


to us, to 
insured to out 


specifically 


time, so desire. 

wife and children, is to provide for their 
protection in death, and he 
can, if he so chooses, take out a policy 


case of his 


of insurance which creates an irevocable 


trust in favor of such beneficiaries. 
Probably the large majority of men, who 
truly desire to protect these dependents, 


will take out policies of this description. 


LIFE INSURANCE AGENTS’ 


Insurance Economics 


On the other hand, it is not wrong for 
the policyholder to ask the company to 
issue a contract giving him the right to 
change the name of the beneficiary; nor 
is it wrong for the company to issue such 
a contract, if it is requested to do so by 
the The fact 
in connection with American life instr- 
ance today, is the flexibility with which it 
itself to varying conditions, and 
believe it backward 
step to contract the possibilities of life 


applicant. most striking 


adopts 
we would be a 
insurance, by declining to issue a policy 
containing a change of beneficiary clause, 

Nevertheless it is important that agents, 
in selling life insurance, should point out 
clients the legal 


change of 


to their uncertainties 


attaching to a beneficiary 
clause, and that companies should issue, 
contracts which 


do not contain this clause. 


whenever it is desired, 


COMMISSIONS. 





JOHN M, 


You ask for suggestions as to the pres- 
ent conduct of the business, particularly 
as relates to the methods of compensating 
agents. I have no suggestion of any value 
to offer. Fortunately, or unfortunately, 
the companies which pay the largest 
brokerage bonuses and everything else in 
the way of chromos and presents, from 
lead pencils to thrashing machines, are 
finding it more difficult every year to s 
cure what they consider their share of 
new The agents of such com- 
panies are, as a 
few, 


business. 
rule, making a living; 
if any, have any bank account of 
their own, and the great majority are in 
debt to their well as to 
many other people at the end of the year. 


companies as 


So while the companies are becoming de- 
moralized, their agents are more so. 
These agents are not making too much; 
they should make more, and the com- 
panies should pay less. Some of these 
companies pay 75 per cent. with the un- 
derstanding that the agent will throw 
off 25 instead, he gives away 


per cent.; 


PATTISON. 


50 per cent., and sometimes more. They 
offer 90 per cent., expecting the agent will 
throw off 40 per cent. He finds it neces- 
sary frequently to give it all away, and 
10 per cent. more, and then lives on his 
bonus, and it is a very poor living he gets. 
So the agent makes nothing, the company 
pays two prices for the business, and the 
poor policy-holders buy second-class goods 
and pay a high price even with 30 per 
cent. discount. 

If the insurance journals would do as 
Cato did to bring about the destruction 
of Carthage, the demoralizing rebate 
would also soon be utterly destroyed, and 
the business of life insurance would very 
soon be on a much more creditable basis. 
My observation is that the agents of near- 
ly all the conservative companies are do- 
ing well financially and otherwise, and 
are able their own self- 
respect and the esteem of the best people 
in the communities and in which 
they live. 


to maintain 


cities 





REVIEW 


OF THE MONTH. 


LIFE INSURANCE. 





Preliminary Term Case. 

The Attorney-General of Massachusetts 
and counsel for the Provident Savings 
Life Assurance Society appeared before 
Judge Barker of the Massachusetts 
Supreme Court, during the past month, 
for the purpose of presenting arguments 
upon the demurrer filed by the Attorney- 
General on behalf of Insurance Com- 
missioner Cutting. This demurrer was 
referred to in our issue of last month. 
The contention is that the question in- 
volved is one of actuarial science and not 
of law; that its determination lies within 
the discretion of the insurance com- 
missioner and not the court. 

In commenting upon the matter last 
month we expressed disappointment that 
the Attorney-General had taken this 
position on behalf of the commissioner, 
and hoped that the courts would over- 
rule the demurrer and try the case upon 
its merits, so that we might have an 
authoritative decision in regard to the 
legal force of the preliminary term clause 
in changing the essential characteristics 
of a life insurance policy. 

In giving further consideration to the 
matter, however, some aspects of the case 
have presented themselves which tend 
to strengthen the position taken by the 
Attorney-General and to raise a doubt 
as to whether the court can, as a matter 
of fact, satisfactorily decide the question. 

As we understand the case, the Attor- 
ney-General, on behalf of the commis- 
sioner, does not claim that the latter 
can exercise any discretion as to the 
methods of valuation which he is direct- 
ed to follow under the Massachusetts 
law. That law directs that the policies 
of all life insurance companies shall be 
valued according to the American 3 1-2 
per cent table. The American 3 1-2 per 
cent table, like the multiplication table, 
is an understood standard of net values 
among actuarial authorities. This table 


prescribes the net valuation for whole 
life, endowment, limited payment and 
term policies. ° 
The law directs the insurance 
missioner to make a valuation of the 


com- 


companies’ policies and to put his valu- 
tion in his annual reports. In making the 
valuation, as directed by the law, it is 
necessary for the commissioner to ascer- 
tain, from an examination of the con- 
tract, the class to which the policy be- 
longs, before he can apply the valuation 
prescribed in the American 3 1-2 per cent 
table. He must determine whether it is 
an ordinary life, an endowment, a limited 
payment, or a term policy, and under the 
law the commissioner is the only official 
authorized to determine these 
policies are; that is to say, to what class 
To this degree his power is 


what 


they belong. 
discretionary. 
How Policies are Classified. 

Policies are not always worded alike, 
their conditions as to details are widely 
diverse. In the whole life, 
limited payment and endowment policies 


so-called 


issued by American life insurance com- 
panies today, there is no specific clause 
in the policy which designates them as 
belonging to any one of these classes, 
But there are certain well known rules, 
understood among actuaries, by which it 
is possible to know what is a whole life, 
a limited payment, an endowment, or a 
term policy. If the policy provides for 
the payment of a fixed sum at death, 
with a substantially level premium pay- 
able throughout life, then it is a whole 
life policy, and the valuation would be 
made accordingly. If it provides for a 
fixed sum payable in the case of death, 


_ or the same sum at the end of a stated 


number of years, with a level premium 
payable throughout, then the policy is an 
endowment policy and would be valued as 
such. If it provides for the payment of 
a fixed sum at death, and for the pay- 
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ment of a level premium for a stated 
term of years, then the policy is a limited 
payment policy and would be valued as 
such. If it provides for insurance for a 
specified term at term rates, it is a term 
policy and should be so valued. 
Outside of these conditions, there is 
nothing in the phraseology of the policy 
which enables a department actuary or 
any other actuary to determine to which 
The rules for 
determining the classification are well 
understood, and if an endowment policy 
contained a clause to the effect that it 
be considered as a whole life policy, such 
phraseology would not only be absurd, 
but could not control, for the policy would 
not, as a matter of fact, be a whole life 
policy. 


class the contract belongs. 


And in the same way an ordinary 
life policy might contain a clause saying 
it was a term policy for the first year, 
but this would not change the fact that 
it was actually an ordinary life policy. 

The test is,—not what the company 
says the policy is, or what it may desig- 
nate it to be in the contract,—but what 
it really is. 

es se 
What Can The Court Decide? 

We are confronted with this fact: The 
commissioner is compelled to exercise his 
judgement in classifying the policies for 
valuation as directed by the law. The 
law gives him no assistance, or direction 
of any kind whatever, in regard to this 
point. It merely prescribes the methods 
of valuation, after the classification of 
the policy has been determined, and that 
classification must be, and is, under ex- 
isting conditions, determined by well 
established actuarial practices. 

How would it be possible for the 
Supreme Court to prescribe a general rule 
by which the commissioner of insurance 
shall determine the classification of the 
policy? Shall it say that a policy which 
contains a preliminary term clause is 
insurance for a year, when as a matter 
of fact, by the rules of actuarial practice, 
it is a whole life policy? Or shall it say 
that an endowment policy which contains 
a clause to the effect that it is an ordin- 
ary life policy, must be valued as an 
ordinary life policy, and not as an en- 


dowment policy, which it actually is? 


Shall the court say that the commissioner 
must place the policy in whatever classi- 
fication the company determines it shall 
be placed? If the court declares that an 
ordinary life policy can be made term 
insurance for one year by the use of a 
preliminary term clause, must it not like- 
wise declare that an endowment policy 
can be made an ordinary life policy, for 
the purpose of valuation, by the insertion 
of a clause so designating it? 

If the court denies the contention of the 
insurance commissioner, and says that 
the question is a matter of law and not 
of actuarial science, would it not vir- 
tually determine that the court must de- 
cide in each case what the classification 
of the policy must be? If this is true, 
then would it not be necessary for the 
Court, instead of the 
missioner, to pass upon each policy issued 
by each company, in order to determine, 
by due process of law, what kind of a 
policy the contract is and to what 
classification it should be assigned in 
applying the table of valuation prescribed 
If the court says that the 
classification of the policy is determined, 
not by understood rules of actuarial prac- 
tice, but by the phraseology of the policy, 
then would it not establish a ruling by 
which the ordinary forms of contract 
may be endlessly varied and designated 
to suit the particular purpose of each 
company, and might not the insurance: 
commissioner, in carrying out the man- 
dates of the law regarding valuation, be 
confronted by an infinite variety of con- 
tracts which, in their essential particu- 
lars, were identical, and yet were ren- 
dered different merely by different forms 
of phraseology? 


insurance com- 


in the law? 


es ss 
A Complicated Question. 

Viewed in this light, the position taken 
by the Attorney-General, in claiming dis- 
cretionary powers for the insurance com- 
missioner in determining the classification 
to which a policy belongs, in order that 
the valuation prescribed by law may be 
applied, is a strong one. The Court is 
confronted with an extremely intricate 
situation, and it may be that it will on 
that account conclude to grant the de- 
murrer and dismiss the petition for a 
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mandamus, on the ground that the issue 
concerned is one of actuarial science and 
not of law. 

And as a matter of fact we know that 
the fundamental principle involved is one 
of actuarial science and not of law. We 
all know that the policies under consider- 
ation are actually ordinary life and en- 
dowment policies; that they are sold as 
such and that the rates of premium 
charged are the rates for policies of this 
description; that they are intended by the 
company to be ordinary life and endow- 
ment policies, and that the preliminary 
term clause is inserted merely for the 
purpose of obtaining the reserve for ex- 
pense purposes. 

The only legal question involved is 
whether by a trick and a subterfuge a 


company can subvert the law. In other 
words, is the statute so weak that 
financially insecure companies can escape 
the usual valuation applied to other 
companies by changing the phraseology 
of their policies. That is the only ques- 
tion of law involved, and even if the 
Supreme Court should say that this trick 
can be successfully applied, it would not 
in any respect change the facts so far as 
actuarial science is concerned, namely, 
that it is unsound to use mortality funds 
for expense purposes. 

Notwithstanding the seeming complli- 
cations we have pointed out, we still 
hope the court will feel competent to say 
whether, in a variation in the 
phraseology of the contract can, or can- 
not, change its actual scope. 


law, 





FIR;E INSURANCE. 





Progress of National Supervision. 

Considerable attention has, of late, 
been directed toward the question of na- 
tional supervision of insurance corpora- 
tions. The question appears to be passing 
from the stage of agitation into that of 
preparation for action. Former oppo- 
nents of the proposition are modifying 
their extreme views. New advocates of 
this kind of supervision are constantly 
rising up, and scarcely a convention of 
insurance interests occurs, without some 
strong and telling arguments being pre- 
sented in its favor. This agitation is not 
confined to insurance interests, but has 
attracted the attention of lawyers, politi- 
cal economists and others. Perhaps the 
most striking evidence of the progress 
which is being made toward national su- 
pervision, is the fact, that this reform is 
being advocated among those who would 
naturally be most interested in maintain- 
ing independent. state supervision, name- 
ly, the heads of state insurance depart- 
ments. One or two have openly declared 
themselves in favor of national supervi- 
sion, and at the last annual Convention 
of Commissioners at Buffalo, one of the 
speakers invited to address it, strongly 
favored it. 

National supervision of insurance cor- 
porations is theoretically desirable and 


legally feasible. When a sufficient num- 
ber of people believe that such supervi- 
sion, however defective it might prove, is 
better than the,present system of inde- 
pendent state supervision at its best, we 
shall have such supervision; all technical 
objections thereto will be swept away in 
the face of public opinion. The assump- 
tion of supervision by Congress, over the 
means of transportation, banking and 
bankruptcy, together with the present 
agitation in favor of the national super- 
vision of large business corporations, to 
which no objection is now 
legal 


made upon 
grounds,—furnishes sufficient evi- 
dence that when Congress is convinced 
that national supervision of insurance 
corporations is desirable, such supervis- 
ion can be established without the slight- 
est difficulty. Whether Congress is con- 
vinced, or likely to be convinced, that 
such supervision is desirable, we are un- 
able to say; nor do we feel competent to 
express an opinion as to whether national 
supervision, under existing conditions, 
will be better, as a whole, for the busi- 
ness of insurance, thanindependent state 
supervision. We are strongly inclined to 
think it will. These two points, however, 
deserve emphasis at this time. First, that 
the friends of national supervision appear 
to be rapidly increasing, and second, that 
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some of its strongest opponents have 
changed their position of extreme opposi- 
tion to one of neutral. , if not absolute 


friendliness. 


et 


The President’s Declaration. 

The question of assumi: 
pervision over insurance 
been discussed in this country for more 
than a quarter of a century with varied 
degrees of interest, but no incident in 
attracted so 


national su- 
nterests has 


connection therewith has 
much attention as the utterances of Presi- 
dent Roosevelt in his recent message to 
Congress. If Mr. Roosevelt’s position in 
regard to the control of corporations do- 
ing an interstate business is correct, and 
his recommendations thereon are favor- 
ably considered by Congress, we do not 
hesitate to say that national regulation 
of insurance interests is, comparatively 
speaking, a promise of the near future. 
The President’s position in regard to this 
matter is a most interesting one. He 
has swept away all traditions in regard 
to constitutional restrictions and insists 
that Congress must act in*accordance with 
modern conditions. He says: 

“When the constitution was adopted at 
the end of the eighteenth century, no 
human wisdom could foretell the sweeping 
changes, slike in industrial and political 
conditions, which were to take place by 
the beginning of the twentieth century. 
At that time it was accepted as a matter 
of course that the several states were the 
proper authorities to regulate, so. far as 
was then necessary, the comparatively in- 
significant and strictly localized corporate 
bodies of the day. The conditions are now 
wholly different and wholly different ac- 
tion is called for.” 

Mr. Roosevelt states that in his opinion 
the constitution will enable Congress to 
exercise control over corporations doing 
What he says 
upon the general question is clearly ap- 
The 


President has given us a very clear and 


an interstate business. 
plicable to insurance corporations. 
emphatic declaration upon the matter. It 


is an up-to-date statement of facts and 
conditions and seems to render the argu- 


ment most frequently advanced by the 
opponents of national regulation, namely, 
legal obstruction quite ineffective and of 
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practically no force whatever. In fact, 
as already pointed out, there is a notable 
tendency on the part of those who have 
most strongly insisted upon these legal 
obstructions, to join with others in the 
demand for national regulation. 
es Se SH 
Compulsory Classification Possible. 

It is more than likely, during the coming 
winter, that an effort will be made to 
secure compulsory classification by fire 
insurance companies through State legis- 
lation. 
to be the indifference of the companies 
to a voluntary combination of statistics, 


On account of what has appeared 


there has been a steadily growing sentli- 
ment, among underwriters who believe 
that classification is essential to the 
future stability and wellfare of the 
business, in favor of legislation. 

It is interesting, however, to note that 
with this 
position, there has 


simultaneously apparent dis- 
important 


modification in the views of those who 


been an 


have stood in the 
joint classification. 
whole, do not desire compulsory 


way of a voluntary 
The companies, as a 
legis- 
lation. It is probable that the imminent 
possibility of such legislation will cause 
them to take action which, without this 
stimulus,would have been allowed to drift. 
In other words, those companies whose 
self-interest has lead them to oppose dis- 
closing their statistics to other companies, 
now believe that this self-interest is not 
important enough to stand in the way 
of a combined classification, when State 
interference is threatened. 


It is not impossible that some early 


steps will be taken towards perfecting 
combined experience tables, upon some 
of the most important classes. The situ. 


ation is ripe for such a step. The question 
of scientific fire rating has been, and is 
being, extensively discussed. Some of the 
companies have already combined their 
statistics, in fact, the readjustment in in- 
surance rates now progressing upon un- 
profitable classes, has been the outcome of 
a comparison of the experience of leading 
companies. Therefore, a joint classifica- 
tion between the companies today, would 
not be so radical a step as a few years 
ago. 

It is a question, perhaps, whether the 




















companies will now move quickly enough 
to delay action on the part of State 
legislators; whether they have awakened 
to the situation soon enough*to prevent 
legislation. 


Fe 


The Proposed Agency Conference. 

The past month has been quite replete 
with occurrences in connection with the 
proposed conferences between companies’ 
and agents’ associations in respect to 
state legislation and multiple agencies. 
The new by-law of the National Agency 
Association, providing for national super- 
vision of legislation, is practcally certan 
of adoption. Nineteen states have rati- 
fied the change and not less than ten 
more are expected to take similar action. 
One state only has thus far refused to 
ratify and but one other is known to be 
unfavorable. In this way all opposition 
to an effective conference with the com- 
panies, on the matter of state legisla- 
tion, is likely to be removed in the near 
future. The Nationa! Board for some 
time has been in favor of inviting such 
a conference with the National Agency 
Association. The opinion is held by both 
company officials and agents that the 
time is ripe for such a conference, and 
that a substantial agreement can be 
reached in respect to anti-compact legis- 
lation, under which steps can be taken to 
secure a repeal or modification of these 
laws, so as to permit companies and 
agents, acting in co-operation, to agree 
upon rates. 

The proposed conference upon multiple 
agencies is still unsettled. Under date of 
December 2, President Markham of the 
National Association, acting under the 
vote taken at Put-in-Bay, requested 
President Sheldon of the National Board 
to arrange for a conference upon multiple 
agencies. The proposition was further 
discussed between Presidents Sheldon ana 
Markham in New York during a visit of 
the latter to that city on December 19. 
The question will be taken under advise- 
ment by the executive committee of the 
National Board. If it is deemed inadvis- 
able for the Board to enter into such a 
conference, it is not improbable that 
either an independent conference commit- 
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tee of company managers will be selected 
by President Sheldon or that President 
Markham will extend a general invita- 
tion to companies individually to engage 
in a conference. 

It can be stated that the executive 
committee of the National Board regards 
with favor the proposition for a cenfer- 
ence with local agents upon multiple 
agencies, but in view of the radical dif- 
ferences of opinion upon annexes, it is 
questioned whether it is best to take part 
officially in a meeting with agents. It 
is doubted whether the merits of the 
main proposition can be profitably dis- 
cussed so long as radically different opin- 
ions prevail respecting side issues. 

In the meantime, the executive officials 
of the National Agency Association have 
addressed a circular to leading local 
agents throughout the country, soliciting 
information and opinions in regard to 
the multiple agency problem, its effect 
on commissions and the general charac- 
ter of the service rendered to companies. 
In order to meet the practical require- 
ments of the situation, the following is 
stated to be the definition of a single 
agency: “For the purposes of this in- 
quiry a single agency may be considered 
(to quote the language of the Put-in-Bay 
resolution) ‘one in each territory, as de- 
fined in the appointment of the agent.’ 
Consider this to mean one for each under- 
writing organization that is recognized 
by your state officials as a legal unit, 
and so treated by the State Insurance 
Department and the taxing officials.”’ 

Under this definition underwriters’ 
agencies would not be entitled to separate 
representation from the parent organi- 
zation, but companies owned or controlled 
by other’s would. This definition of a 
sole agency -is different from that adopted 
by the National Association at Milwaukee 
when it was declared that a sole agency 
was the representation of a company and 
all subsidiary organizations in which it 
was financially interested. 


se 


Reform Through Public Opinion. 


An analysis of the recent Nebraska 
anti-compact decision has convinced 


many managing underwriters that it con- 


48 Monthly Journal of Insurance Economics 


tains less prospect of relief against ad- 
verse legislation than was at first sup- 
posed. While they regard the decision as 
an important one from a legal point of 
view, and believe that it has thrown a 
great deal of light upon the situation, 
yet they frankly confess that it does not 
afford the permanent relief which for a 
time seemed in sight. This is due to the 
fact that the decision will still enable 
any State legislature to impose restric- 
tions on foreign corporations as a con- 
dition precedent to a _ license, whether 
such conditions be constitutional or not. 

From this point of view, the expediency 
of attempting to fight anti-compact legis- 
lation through the courts is questioned. 
Many company officials have, therefore, 
returned to the old conviction that the 
only way to fight legislation 
effectively is through public opinion, and, 
if the companies are unwilling to adopt 


adverse 


so extreme a measure as withdrawal from 
the State, it is believed that the edu- 
cational campaign which is now being 
conducted in two of the Western states, 
through the local the only 
means of permanent salvation. 

Many who at first looked with scepti- 
cism upon the plans of the Western 
Union’s publicity committee are now 
awaiting with extreme interest the out- 
come of its labors. They feel that the 
committee has done good work and that 


agents, is 


in both states effective results are likely 
to be accomplished. The majority of 
underwriters are now working unitedly 
towards the single goal of securing the 
repeal of anti-compact laws by bringing 
pressure to bear upon the State legisla- 
through the medium of public 

are seeking to co-operate 
agents for the purpose of 
arousing the necessary public sentiment. 


tures 
opinion, and 
with local 


CONCENTRATION IN FIRE INSURANCE. 


One cause, however, for this contraction 
in the number of companies engaged in 
the business of fire insurance may be 
found in the modern tendency toward 
consolidation in business enterprise. As 
the keenness of competition in these days 
has rendered combinations necessary in 
other lines of business, so must it come 
in the insurance business; and that the 
movement has already begun is shown 
conclusively by the recent absorption of 
companies by 
others whose position in the financial 
world enabled them _ to _ successfully 
handle the deal, and whose far-sighted 
management was shrewd enough to seize 
That the movement will 
It is the ten- 
Its cause and 


a number of prominent 


the opportunity. 
continue we cannot doubt. 
dency of modern business. 
its justification may be found in that com. 
petition, which, when it has passed a cer- 
tain stage, becomes, not the “life of 
trade,” but the death of it. The tendency 
of concentration is to reduce manage- 
ment and agency expenses, tending thus 
to make the business more profitable to 
the companies while reducing the cost to 
the insured. 

The result of the movement in so far as 
it affects the local agents, however, is the 


feature that concerns us most deeply. 
At the present time, while the number of 
companies doing business has notably de- 
creased, the number of local agents has 
greatly increased. But as the movement 
towards consolidation progresses, it must 
eventually result in greatly diminishing 
It is my be- 
lief that in this way will eventually be 
solved the multiple agency problem. 
When the business of fire insurance shall 
have been concentrated into the hands of 
a comparatively few strong companies, 
“multiple,” and for the most part, even 
dual, agencies will be done away with. 
When that day shall come we may ex- 
pect the profession of fire underwriting 
to advance to the place it should always 
occupy among the honorable and lucra- 
tive professions. And when the business 
has been elevated to the higher plane 
upon which it will then stand, we may 
even hope that the parasites which now 
afflict our concrete body, the rebaters, 
who by their dishonest methods spread 
corruption and disease where should exist 
strength and health, will be swept away, 
to perish as do other bacili when brought 
into contact with some powerful anti- 
septic.—Frank Hanford, Seattle, Wash. 


the number of local agents. 

















IN THE LIFE INSURANCE WORLD. 














What the Banker’s Life is Doing—Unusual Conditions of its Endowment Policies—Reserves 
Reported thereunder to Massachusetts—Apparent Decergtion Practiced on 
the Department and the Insuring Public. 


We presented some interesting facts in 
the November number of this magazine 
relating to the operations of the Banker 
Life and the sale of its so-called Ten- 
Year Endowment policy, showing among 
other things that the officers of the com- 
pany had failed to respond to pertinent 
inquiries made by the publisher of ‘‘In- 
surance Economics,”’ or to explain in any 
manner the unusual conditions of the 
policy in question. Since then the presi- 
dent of the company, Mr. Richard Mor- 
gan, has issued a public statement in re- 
gard to the article in question. We take 
reproducing Mr. Morgan’s 
information of our 


pleasure in 
statement for the 
readers, and in presenting also some 
further interesting facts relating to the 
practices of the company,—notably its 
failure to report its full reserves to the 
Massachusetts Insurance Department. 
Presicent’s Morgan’s Open Letter. 

New York, December 13, 1901. 
To The Insurance Press and the Insur- 
ance Public in General: 

In the November edition of the Month- 
ly Journe!1 of Insurance Economics, issued 
in Boston, and of which H. H. Putnam 
is the Editor, the Bankers Life In- 
surance company of the City of 
New York has been accused of several 
serious misdemeanors (?) which on their 
face and to a thoughtful student of life 
insurance are utterly absurd. 

The Company is charged with issuing 
an endowment insurance maturing in ten 
years age 35 at entry, for $10,000 and for 
which it charges a total annual premium 
of $930.20, and upon which policy the 
Company guarantees to the insured the 
following surrender values (without 
maintaining sufficient reserve for the ful- 
fillment of the contract at maturity): 

(Here is inserted tthe table of cash 
values republished. in “Insurance Econ- 
omics” last month.—Ed.) 

We admit the issuance of policies as 


set forth above, and herewith demon- 
strate beyond question that the Company 
is charged with and does maintain suffi- 
cient reserve to mature them at the end 
of the period. 

That only so much of the above pre- 
mium ($271.00) is for term insurance the 
first year, and that such amount is about 
the same as the premium on an ordinary 
life insurance. We would state that such 
amount of the premium is the Company’s 
regular one-year term rate, and we would 
further add that the commissions on the 
endowment policy are only paid on such 
one-yelar-term portion of the premium, 
and that the balance—$659.20—is an excess 
pure endowment deposit for investment, 
and carries no loading for expenses. 

That for the net excess 
$659.20, over the term premium at age 35, 


premium of 


the Company guarantees a cash value of 
$692.00 at the end of the first year. This 
is true, as will be seen by reference to the 
above would, 
however, call attention to the fact that 
$692.00 is the sum to which $659.20 at age 
35, «accumulated as a pure endowment, 


surrender values. We 


will amount at the end of the year, ac- 
cording to the Actuaries’ Table and 4 
per cent. 

That there is “presumptive evidence 
that the Company treats such a policy as 
wholly term insurance during the first 
year and reports no termed (terminal?) 
reserve thereon.” The following corres- 
pondence sheds some light on that mat- 
ter: 


New York, Dec. 10th, 1901. 
Hon Francis Hendricks, Superintendent, 
Albany, New York. 
Dear Sir: 

Will you kindly advise us what reserves 
are charged on your valuation books for 
December 3ist, 1900 and December 3ist, 
1901, for Policy No. 8644, issued March 
28th, 1900. This policy is for $1,000 at age 
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35, on the plan of Endowment Maturing in 
10 years, September, 1899 edition. 
Richard Morgan, President. 


Albany, Dec. 11, 1901. 

Richard Morgan, President. 

New York, Dec. 10th, 1901. 
Dear Sir: 

Replying to your inquiry of the 10th 
inst., would state that on December 31, 
1900, there was charged agiainst your 
Company as the Com. Ex. 4 per cent. 
mean reserve on Policy No. 8,644, $72.00. 
The reserve charged against this policy 
for December 31 next is $155.00. 

Francis Hendricks, 

As will be seen, the above correspond- 
ence relates to an endowment insurance 
maturing in 10 years, which was actually 
issued at age 35 by the Company and is 
in force at the present time. The policy, 
however, is for $1,000, but if it had been 
actually issued for $10,000 with premium 
and values as per the foregoing illustra- 
tion, the mean reserve charged by the 
New York Insurance Department on De- 
cember 31, 1900, would have been $720.00 
and on December 31, 1901, $1,550,000. 

The Bankers’ Life 
pany values 


Insurance com- 
its policies in the same 
manner as does the New York Insurance 
Department, and holds reserves accord- 
ingly. 
is placed upon such policies by the Massa- 


We do not know what valuation 


Insurance Economics 


chusetts Insurance Department under the 
provisions of the Dewey Law. We do, 
however, state that the reserve valuation 
of the Company’s policies, as furnished 
this Company by the Insurance Depart- 
ment of the State of New York (and 
which this Company must necessarily and 
does maintain) is of a considerably larger 
amount than that which the Insurance 
Department of Massachusetts determines 
on the same policies. 

Mr. Putnam’s article was no doubt in- 
cited by some correspondence which he 
addressed to this company. The com- 
pany promptly replied to his first two let- 
ters and gave -him, in a concise and 
straightforward manner, the information 
asked for. Not content with that he sent 
us a third communication, of considerable 
length, and which the company deemed it 
wise to ignore as it did not care to enter 
into any controversy with Mr. Putnam or 
his paper. 

This statement of facts disposes of the 
inference which Mr. Putnam would have 
drawn—that there are conditions which 
the company was not prepared to disclose. 

In conclusion we would state that the 
progress and phenomenal success of the 
Bankers’ Life Insurance Company of the 
City of New York is due to its fair, hon- 
orable and courteous treatment of its 
policy-holders and the general public. 

Yours truly, 


Richard Morgan, 


President. 


PRESIDENT MORGAN’S EVIDENCE ANALYZED 


The Publisher of “Insurance Economics,” Makes a Reply. 


December 19, 1901. 
Mr. Richard Morgan, President, 
New York, N. Y. 
Dear Sir:— 

I have in hand your letter of December 
13, 1901, addressed ‘‘to the Insurance Press 
and the Insuring Public in General,” in 
which you discuss the article published in 
the November number of “Insurance 
” relating to the so-called ten- 
year endowment policy issued by your 
company. I regret exceedingly that you 
delayed in making an explanation of the 
facts until compelled to do so by publicity, 


Economics, 


but even at this time, I shall take pleas- 
ure in reproducing your statement for the 
benefit of the readers of this magazine. 

The article published in the November 
number of ‘Insurance Economics” con- 
tained the following ‘statements: 

The Statements Made. 

“We feel justified in calling public at- 
tention to the fact that the Bankers’ Life 
Insurance Company of New York, is of- 
fering for a sale a contract, whichitcallsa 
ten-year endowment, and that when this 
contract is sold to the policy-holder, it is 
taken by him on the understanding that 
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he is purchasing a ten-year endowment 
policy, similar to that issued by standard 
life insurance companies; that the pre- 
mium paid during the first year, is, by 
the terms of the contract given to the in- 
sured, divided into two parts, the first of 
which is an ordinary life rate premium, 
which according to the statement made 
by Mr. Gaubert, is a premium to cover 
term insurance for one year; that the 
balance of the premium necessary to 
make up the full ten-year 
named in_ the 
of the company ($659.20) represents, 
according to the statement made by 
Mr. Gaubert, the cost of the privilege of 
renewing the policy as an endowment 
without medical re-examination; that a 
cash value of $692 is guaranteed at the 
end of the first year, which is larger 
than the rate of premium charged in ex- 
cess of the ordinary life rate which the 
company says purchases term insurance 
for one year; that ‘there is no evidence 
as to whether or not the company main- 
tains a reserve during the first year :on 
these endowment policies; but, on the 
contrary, presumptive evidence that the 
these policies as term 


endowment 


rate as rate book 


company treats 
insurance during the first year, and re- 
ports no terminal reserve thereon.” 
“The circumstances warrant the con- 
clusion that the Bankers’ Life is attempt- 
ing to sell a ten-year-endowment policy, 
containing cash guaranteed values largely 
in excess of those offered by standard 
life insurance companies of far greater 
financial strength, without maintaining 
thereunder the full reserve which by law 
these standard companies are required 
to maintain, and which are essential to 
guarantee the fulfillment of the contract 
at maturity. And it seems to us, that 
this furnishes a most practical and point- 
ed illustration of the fact, that the at- 
tempt to undermine sound principles of 
life insurance bythe use of a term clause 
in the contract, in whatever form it may 
appear, is a subterfuge to obtain the re- 
serve during the first year for the pur- 
pose of paying excessive commissions to 
agents, and is clearly a deception prac- 
ticed upon those policy holders who are 
induced to take these contracts. If the 
policyholder knew that in accepting a 


contract which has been presented to 
him as a ‘ten-year-endowment, he is, upon 
$10,000, at age thirty-five, paying an ordi- 
nary life rate of $271, as the price of term 
insurance for one year, and $659.20 for 
the privilege of renewing without medica) 
reexamination, could 
not be sold, provided he understood also, 
that for the same money he could pur- 
chase a straight endowment policy in a 
regular company where the full reserve 
for a ten-year endowment is maintained.” 
es Ft SF 

What Kind of a Policy Is issued. 

In your letter of December 13, you take 
no issue with any of the _ statements 
made, with the exception of that relating 
to the reserve maintained during the first 
year to cover the cash guarantee. As the 
correctness of all the statements made, 
with the exception of that relating to the 
reserve, is admitted, it is only necessary 
for us to discuss that point. 

You state that the guarantee of $692 at 
the end of the first year, “is the sum to 
which $659.20, at age 35, accumulated as 
a pure endowment, will amount to at the 
end of the year, according to the Actu- 
aries’ Table of four per cent.” From 
this, I understand, that the $659.20 is paid 
by the policyholder when the contract is 
issued; in other words, that he buys what 
Mr. Gaubert terms the “privilege of re- 
newing without medical examination” 
when the contract is placed and not when 
the period of renewal arrives; and that 
this $659.20 is paid in addition to the $271 
which is an ordinary life rate and which 
you say is the sum charged for term in 
surance for one year. 

Thus the assured pays you a lump sum 
of $931.20 when the contract 
which is the full rate named by you in 
your rate books for a ten-year endowment 
policy. And yet, according to Mr. Gau- 
bert’s statement, the policy which you 
issue under the title of an endowment 
maturing in ten years, is not such an @n- 
dowment; but contains a premium of 


such a contract 


is placed, 


+ $271, which purchases term insurance for 


one year, and an additional premium of 
$659.20 which purchases the privilege of 
renewal without medical examination, as 
an endowment policy. 

When the insured hands you his check 
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for $930.20 to procure from your company 
what you designate on its face as an 
endowment maturing in ten years, what 
does he actually buy,—a straight ten- 
year endowment or a term policy for one 
year, which can be renewed at the end of 
that year as a nine-year endowment? If 
it is a straight ten-year endowment, does 
your company maintain the full reserve 
during the first year to cover a ten-year 
endowment policy? 

The evidence which you submit in ycur 
letter, seems to admit that you do not. 
According to your own statement, the 
reserve at the end of the first year main- 
tained on policy number 8,644 was $72, 
whereas the reserve for a ten-year en- 
dowment policy on the Combined Experi- 
ence at four per cent. is $79.89, a differ- 
ence in reserve of $7.89 for $1,000 of in- 
surance,—a difference which in the ag- 
gregate of all your policies would make a 
substantial change in your reserves and 
cunsequently your surplus funds. 

If the policy is not a straight ten-year 
endowment but a term policy forone year, 
why ‘do you charge an ordinary life rate 
of $271 for this insurance and why do you 
collect from the policyholder at the start 
$659.20, for a privilege which is not to be 
exercised until a year later? 

I may be wrong, but it seems to me, 
that the actual facts are, that you are 
collecting from the policyholder a ;re- 
mium to pay for a ten-year endowment 
policy, and that the subdivision of the 
premium in the contract is made solely 
for the purpose of taking a portion of 
the reserve, which you would otherwis? 
be compelled to put up, for expenses 


Reserves Reported to Massachusetts. 

You present as evidence that you main- 
tain a reserve on the endowment policies 
under discussion, a letter frem the Su- 
perintendent of Insurance of New York, 
stating that on policy number 38,644, the 
company reported to the Department a 
reserve of $72 and this, according t) ycur 
statement, is a policy identical with that 
under consideration, namely, one con- 
taining a cash guarantee of $69.20 at the 
end of the year. 

In the first place, I wish to call your 
attention to the fact that a citation of the 


reserve reported on a single policy of the 
kind under discussion, is not proof that a 
reserve is maintained upon all of thuse 
policies. Under the law of New York 
State, each company is permitted to set 
up its own standard of valuation and to 
make up its own policy registers for val- 
uation purposes. It would, therefore, he 
possible for the Bankers’ Life, or any 
other company, to report a reserve on a 
few $1,000 policies and omit to report a 
reserve upon a number of $10,000 policies, 
exactly similar in character. Thuis the 
statement that you report to the New 
York Department a reserve of $72 on 
policy number 8,644, is not evidence that 
you report a similar reserve upon all 
other policies of this description. 

In the State of Massachusetts, the 
methods of valuation pursued are dif- 
ferent. The company is not allowed to 
set up its own standard. The Department 
makes an independent valuation and 
maintains its own policy register. Upon 
application to the Massachusetts Insur- 
ance Department, I find that a reserve 
of $4 is accredited to your company 
against policy number 8,644, which is a 
térm reserve allowed under the Dewey 
law. : 

In reporting this policy to the Massa- 


chusetts Department, you did not state 


that it carried a cash guarantee of $69.20 
at the end of the first year; nor is there 
any evidence that your company has in 
any case, in reporting its policies written 
to the Massachusetts Department, indi- 
cated that its contracts included liberal 
cash guarantees at the end of the first 
year. So far as I can ascertain, you have 
permitted the Massachusetts Department 
in every case to value these policies as 
term insurance; whereas had the facts 
been stated in regard to the cash guaran- 
tees, you would have been compelled by 


‘the Department to maintain a reserve 


sufficient to cover them. 

In my letter to Mr. Gaubert of Novem- 
ber 11, I referred particularly in regard 
to the methods adopted by you in report- 
ing your policies for valuation to the 
Massachusetts Department. If, in the 
opinion of the company, it is necessary 
in New York State to carry a reserve of 
$72 on policy number 8,644, to cover the 
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guarantee, why did you not report a 
similar reserve to the Massachusetts De- 
partment? 

In the November number, we stated 
that there was presumptive evidence that 
the company treats these policies as term 
insurance during the first year, and re- 
ports no terminal endowment reserve 
thereon, and as our inquiry related en- 
tirely to the reserves maintained in your 
reports to the Massachusetts Department, 
it seems to me, that upon the evidence 
which you have furnished, that what we 
then termed presumptive evidence, be- 
comes absolute fact. 


If the facts be as I have stated them, 
the Bankers’ Life Insurance Company is 
not only practicing a deception upon the 
insuring public as to the character of the 
contracts it is issuing, but is also practic- 
ing a deception upon the Massachusetts 
Department, in regard to those policies, 
and is obtaining credit for a large sum 
of surplus to which it is not entitled. 

We shall be glad to have’ you make 
any further statement you desire to make 
for publication, and offer you freely, the 
columns of “Insurance Economics” for 
the purpose. 

Henry H. Putnam. 


STATUS OF THE MUTUAL RESERVE FUND 





Reasons for its Expulsion from Maryland—lIts Present Financial Condition—Rapid Disintegration 
of its Plant—Failure Almost Certain. 





The head of a State insurance de- 
partment has finally been found who is 
willing to take a definite stand iu regard 
to the Mutual Reserve Fund Life Associ- 
ation without going through the form of 
an examination. In other words, he is 
satisfied with the knowledge that is 
within his possession, that the company 
is unsound, and he is perfectly willing to 
take the responsibility for action upon his 
shoulders without demanding a further 
investigation of the company’s affairs. 
The insurance commisioner who holds 
this unique distinction is Mr. Lloyd 
Wilkinson of Maryland. 

During the past two years the Mutual 
Reserve Fund Life Association has had a 
large amount of trouble with the different 
States. It has been examined by some, 
ejected by some, and has withdrawn from 
others under the pressure of a threatened 
examination. In some instances the 
been peculiar. They have insisted upon an 
been peculiar. The have insisted upon an 
examination; the company has with- 
drawn rather than submit to such an 
examination, but subsequently arrange- 


ments have been completed for the ex- . 


amination, and the company has been 
relicensed and its financial condition en- 
dorsed by the State officials. There is 
evidence that the conclusions of the State 
authorities in these cases are not un- 
biased. 


We believe that these frequent examin- 
ations by various State departments,— 
always perfunctory,—are made for rev- 
enue only, and are an imposition upon 
the corporation. No examination of the 
affairs of the Mutual Reserve Fund is 
necessary on the part of any State com- 
missioner who desires to save the people 
of his State from loss. He can act upon 
the knowledge in hand, unless he be 
hampered by legal restrictions which 
make it impossible to move against the 
company. This is the condition which 
exists in States. The com- 
missioners are convinced that the cor- 
poration is in a bad financial shape, and 
would be glad to take action towards 
protecting the insuring public, but they 
are unable to do so legally. 

In the June, 1901, number of this maga- 
zine we said: “The Mutual Reserve was 
examined two years ago by the New 
York department, and its condition then 
clearly shown. The facts then disclosed 
were sufficient to enable any department 
to judge as to its future outlook.” Mr. 
Wilkinson, in refusing to relicense the 
company in Maryland makes this state- 
ment: “The report of the New York 
department is anything but a compliment 
to the company. From the beginning to 
the end it is simply a series’ of criticisms 
upon its management. I did not order 
an examination of the company’s books, 


several 





54 Monthly Journal of Insurance Economics 


because there ‘were sufficient facts ad- 
mitted to be true to justify me in refusing 
to renew your license.” 

The known facts in connection with the 
Mutual Reserve Fund Life Associaton 
warrant any State commissioner in acting 
against the corporation, if the law will 
permit him to do so, without making an 
examination of the company. Exiamination 
under these circumstances would simply 
subject any department participating 
therein to the suspicion of instituting it 
for the purpose of revenue only. The 
Mutual Reserve has been examined all 
that is necessary. If no State department 
is willing to act on the known facts, 
then it had better let the company alone, 
and permit it to work out its own salva- 
tion, or its own destruction, if that be its 
ultimate goal. 

- The New York Examination. 

In the summer of .1899, the New York 
insurance department completed an ex- 
haustive examination of the Mutual 
Reserve Fund. The company’s financial 
condition was brought down to May 16, 
1899. The report on this examination 
made by the department examiners was 
avery conservative one, and yet it clearly 
indicated the conditions existing in the 
company and the direction in which the 
corporation was tending. The report not 
only disclosed the fact that the company 
was treating its membership inequitably, 
but was rapidly losing business, piling up 
unpaid claims and 
corrupt practices. In the September, 1899, 
number of this magazine, just after the 
examination 
pressed the opinion, based upon the con- 
ditions as shown, that the Mutual Reserve 
Fund could not possibly survive unless an 


indulging in many 


was made public, we ex- 


entirely new management, of unquestioned 
integrity and capacity, was substituted, 
and that even then it was doubtful if the 
corporation could be saved. This conclu- 
sion was based upon the following facts 
disclosed in the examination: 

“First: The unpaid death claims are 
abnormal. Its funds and insurance in 
force, particularly the latter, are rapidly 
decreasing. This is due to increased as- 
sessments and loss of confidence. In- 
creasing death losses must be met by in- 
creased assessments, which results in 


driving members off the books at an un- 
precedented rate. The lapsing members 
constitute healthy lives, which seek their 
insurance elsewhere. This result in an in- 
creased mortality among those who re- 
main, which must lead to a further in- 
crease of assessments and a repetition of 
the decrease in membership. 

“Second: .The rates of the association 
are unequal, and discriminate in favor of 
some and against other policy-holders. 
The only apparent attempt made to 
equalize rates resulted in the retirement 
of nearly fifty per cent. of the insurance 
against which the increased assessments 
were made. This indicates that the af- 
fairs of the association have become so 
complicated that any attempt to establish 
among the present membership that 
equality so essential in a mutual life in- 
surance organization, results mainly in 
disaster. 

“Third: The present management can- 
not retain the confidence of enough mem- 
bers to insure the perpetuity of the Asso- 
ciation. It is weak, incompetent, and, 
whether voluntarily or involuntarily has 
become involved apparently in corrupt 
practices. This corruption will naturally 
attach itself to this organization, because 
to keep up the confidence of its members 
its management must, if possible, sup- 
press the facts. This system of corrup- 
tion will not diminish, but will increase, 
because the association will need to pro- 
cure more and more the silence of the 
inquisitive and the critical. 

“The association is being drained by in- 
creasing mortality and extravagant ex- 
penditures. The publicity given to these 
facts by the examination of New York 
insurance department will so unsettle the 
confidence of members as to make recov- 
ery under the present management vir- 
tually impossible.” 


Progress Since The Investigation. 

Since this examination was made, the 
company has sought,—by transferring its 
business to the old line basis, by com- 
promising claims, levying extra assess- 
cutting down its insurance 
and building up its reserve by the 
adoption of premium liens,—to place it- 
self in a position where it could regain 
public confidence. In this it seems to us 


ments, 
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to have failed, and to be much nearer the 
point of dissolution than two years ago. 
At the time the examination was made, 
May 16, 1899, the assets of the company 
$3,293,067. Its hiabilities 
$2,317,560, comprised almost wholly of-un 
paid claims and including no reserve to 


were were 


guarantee the future payment of policies. 
On December, 31, 1900, the total assets 
reported by the company to the New York 
department were $2,910,095, and its total 
liabilities $1,937,869, of which $1,810,128 
represented unpaid claims. The liabilities 
reported, however, did not include some 
$800,000 of which, under the 
Massachusetts law, the corporation is 
bound to maintain on its policies issued on 
the old line basis. 

So far as financial 


reserve, 


condition is con- 
cerned, the company is worse off than it 
was at the time of the examination. In 
respect to its business plant it may be 
said that on January 1, 1899, six months 
before the examination took place, the 
company had in force insurance of $269- 
000,000. On May 16, the date of the ex- 
amination, it had in force $194,000,000, a 
decline of $73,000,000. And the following 
December, six months later, it had insur- 
ance in 173,000,000. During 
insurance written of 


force of 
1900 it reported 
$64,000,000. Almost the entire sum of this 
new insurance written was obtained 
through the reinsurance of the North 
Western Life Association. On the ac- 
count of the large accessions due to this 
reinsurance of a declining assessment 
company, the insurance in force reported 
on December 31, 1900, was increased to 
$189,000,000. 

The most interesting fact, however, in 
connection with the decline of the com- 
pany’s business is that on January 1, 
1899, it reported in force, $269,000,000. 
During the year 1899 it reported $23,000,000 
of new business, and in 1900 reported 
$64,000,000 of new business, a total of $87,- 
000,000 in the two years. Notwithstanding 
this immense amount of new insurance, 
the total insurance in the two years de- 
clined from $269,000,000 to $189,000,000 a de- 
crease of $80,000,000. In other words the 


friction of the business in that short 
period cost it a loss of $167,000,000 of insur- 
ance. 

It will be impossible for the Mutual 
Reserve Fund, under its present manage- 
ment, or any other management for that 
matter, to recover public confidence. The 
tide has been steadily flowing against it 
since the disclosure made by the New 
York examination. It is worse off than 
ever before and, in our opinion, there is 
no indication that the corporation can 
place its business upon a sound and en- 
during basis. The circumstances do not 
warrant the corporation in continuing 
business to satisfy the demands of the 
present management, and permit it to 
drain the resources of the company for its 
own profit. 

The Mutual Reserve is still operating as 
an assessment organization, although it 
claims to be issuing old line policies, and 
transferring its business to the old line 
But if it is 
actually doing this, it is doing so in con- 
travention of its charter, which does not 


basis as rapidly as possible. 


permit the issuance of a contract without 
a safety clause providing for an assess- 
ment, and a policy with a safety clause 
providing for an assessment is not an old 
line policy. 

The friends of the corporation, who 
have deluded themselves into the belief 
that it has future possibilities, are doomed 
to disappointment. They are merely 
helping to defer the day of reckoning and 
are benefitting the management and not 
the membership whose equities in the 
funds of the corporation are constantly 
decreasing, and will soon reach the van- 
ishing point. 
pany has been moving along merely upon 
the momentum furnished by its immense 
business accumulated in early years, be- 
fore the effects of its unsound methods 
of doing business became apparent. It 
has sown the wind and is now reaping the 
whirl-wind. How soon the corporation will 
become engulfed we are unable to say, 
but we do not believe that it will last 
very long. 


For several years the com- 
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President Roosevelt on the Trust Problem—Its Application to Fire Insurance—Remedy for 
Abuses Suggested—A Clear Exposition of the Situation. 





That portion of President Roosevelt’s 
recent message to Congress of particular 
interest to local insurance agents, 
treaits of industrial concentration, 
the legislation necesary to regulate trusts 
Fire insurance 
many localities have suffered 
quite severely on account of industrial 
concentration. The control of large lines 
of insurance has, as a result of consolida- 
tion, been swept from their hands and in 
some cases the effect upon the material 
interests of agents has been of no small 


fire 
and 
and prevent abuses. 
agents in 


moment. So serious has the situation be- 
come in some instances thiat agents have 
frequently been tempted to join in the 
general condemnation of trusts and to do 
all in their power to oppose this modern 
economic tendency by adverse legislation. 

And not only on account of these par- 
ticular instances, but viewing the ques- 
tion in its larger aspects, local agents as 
the 
consolidation 


a whole are vitally interested in 
trust question. Industrial 
is affecting marked changes in the meth- 
ods of doing business, and it is important 
that all who are connected with fire in- 
surance, and who are affected directly 
‘or indirectly by this tendency, should 
have as clear and broad a view of the 
question as possible. They should ob- 
tain this enlightenment not only because 
consolidation is so widely affecting the 
interests of property owners with whom 
they deal, but because it is also begin- 
ning to manifest itself in the ranks of 
insurance itself, among. the 
companies but among the agencies. 

In introducing his consideration of the 
trust question,—by referring to the highly 
complex industrial development of the 
19th century and the marked change in 
the economic laws of production, result- 


not only 


ing in the concentration of great wealth 
in the hands of individuals and the com- 
paratively rapid growth of large cities,— 


the President says: “The creation of 
these great corporate fortunes has not 
been due to the tariff, nor to any ovner 
governmental action, but to natural 
causes in the business world operating 
in other countries as they operate in our 
own.” 

Mr. Roosevelt thinks that the antagon- 
ism to this concentration of wealth is 
mainly without warrant. He does not 
think it true that while the rich have 
grown richer the poor have grown poorer, 
but on the contrary, that the average 
man has never been so well off as at the 
present time. He admits that there have 
been abuses connected with the accumula- 
tion of wealth, but makes this axiomatic 
remark, that “A fortune accumulated in 
legitimate business can be accumulated 
by the person benefited only 
on the condition of conferring im- 
mense incidental benefits upon others. 
The successful enterprise, of the type 
which benefits all mankind, can only ex- 
ist if the conditions are such as to cffer 
great prizes as the rewards of success.” 

President Roosevelt thinks that the 
great corporations have on the whole 
done great good to the people; that with- 
out them the material development of 
which the country is justly proud would 
never have taken place. Furthermore, he 
does not hesitate to say that success in 
large as well as small corporations de- 
pends upon individual merit. He also 
points out that these great corporations 
are the means of developing international 
commercial competition which has just 
begun to bring America into a command- 
ing position in the affairs of the world. 


specially 


Moderation Required. 

For all these reasons the President 
thinks that the utmost caution should be 
exercised in dealing with the question of 
trusts. He says that it cannot be too 


“ 
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often pointed out that to strike with 
malignant violence at the interests of one 
set of men almost inevitably endangers 
the interests of all; the rule in our na- 
tional life is that on the whole, and in the 
long run we shall go up or down together. 
He says that disaster to. great business 
enterprises can never have its effect 
limited to the men at the top. It is bound 
to spread throughout the corporate body, 
and while it may be bad for everybody, it 
will be the worst for those who are fur- 
thest down. The capitalist may be shorn 
of his luxuries, but the wage earner may 
be deprived of even bare necessities. In 
regard to the opposition to trusts Mr. 
Roosevelt makes this striking statement: 

“The mechanism of modern business is 
so delicate that extreme care must be 
taken not to interfere with it in a spirit 
of rashness or ignorance. Many of those 
who have made it their vocation to de- 
nounce the great industrial combinations, 
which are popularly, although with tech- 
nical inaccuracy, known as ‘trusts,’ ap- 
peal especially to hatred and fear. These 
are precisely the two emotions, particular- 
ly when combined with ignorance, which 
unfit men for the exercise of cool and 
steady judgment. In facing new indus- 
trial conditions, the whole history of the 
world shows that legislation will gener- 
ally be both unwise and ineffective unless 
undertaken after calm inquiry and with 
sober self-restraint. Much of the legis- 
lation directed at the trusts would have 
been exceedingly mischievous had it not 
also been entirely ineffective. In ac- 
cordance with a well known sociological 
law, the ignorant or reckless agitator has 
been the really effective friend of the 
evils which he has been nominally oppos- 
ing. In dealing with business interests, 
for the government to undertake by crude 
and ill-considered legislation to do what 
miay turn out to be bad would be to incur 
the risk of such far-reaching national 
disaster that it would be preferable to 
undertake nothing at all. The men who 
demand the impossible or the undesirable 
Serve as the allies of the forces with 
which they are nominally at war, for they 
hamper those who would endeavor to find 
out in rational fashion what the wrongs 
really are and to what extent and in what 


manner it is practicable to apply reme- 
dies.” 


Evils of Combination. 

Notwithstanding the nature of this op- 
position, however, Mr. Roosevelt states 
that there are real and grave evils con- 
nected with the trust question and that 
some resolute and practical effort must 
be made to correct these evils. Taking 
up this side of the question he has this 
to say: 

“There is a widespread conviction in 
the minds of the American people that 
the great corporations known as trusts 
are in certain of their features and ten- 
dencies hurtful to the general welfare. 
This springs from no spirit of envy or 
uncharitableness, no lack of pride in the 
great industrial achievements that have 
placed this country at the head of the 
nations struggling for commercial su- 
premacy. It does not rest upon a lack of 
intelligent appreciation of the necessity 
of meeting changing and changed condi- 
tions of trade with new methods, nor 
upon ignorance of the fact that combina- 
tion of capital in the effort to accomplish 
great things is necessary when the world’s 
progress demands that great things be 
done. It is based upon sincere convic- 
tion that combination and concentration 
should be, not prohibited, but supervised 
and within reasonable limits controlled; 
and in my judgment this conviction is 
right. 

‘It is no limitation upon property 
rights or freedom of contract to require 
that when men receive from government 
the privilege of doing business under cor- 
porate form, which frees them from in- 
dividual responsibility, and enables them 
to call into their enterprises the capital 
of the public, they shall do so upon abso- 
lutely truthful representations as to the 
value of the property in which the capital 
is to be invested. Corporations engaged 
in interstate commerce should be regu- 
lated if they are found to exercise a li- 


‘ cense working to the public injury. It 


should be as much the aim of those who 
seek for social betterment to rid the 
business world of crimes of cunning as to 
rid the entire body politic of crimes of 
violence. Great corporations exist only 
because they are created and safeguarded 
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by our institutions; and it is, therefore, 
our right and our duty to see that they 
work in harmony with these institutions.” 

President Roosevelt says that the first 
essential in dealing with great industrial 
corporations is a knowledge of the facts; 
in other words, publicity, and the govern- 
ment, in the interests of the public, should 
have a right to inspect and examine the 
workings of all great corporations doing 
an interstate business. He believes that 
publicity is the only sure remedy which 
at present can be applied ‘to the industrial 
trust; that any further remedies which 
may be necessary can only be determined 
after such publicity has been obtained by 
process of law in the course of its admin- 
istration. Mr. Roosevelt then presents, in 
very clear and cogent language, the rea- 
sons why the supervision which he sug- 
gests can be exercised over corporations 
doing an interstate business, and even 
goes so far as to recommend a constitu- 
tional amendment if this extreme course 
is necessary. 

The remedy suggested by Mr. Roose- 
velt as a partial cure for trust evils is one 


FEATURES OF THE 


Insurance Economics 


which will probably receive the unani- 
mous approval of those who are engaged 
in the business of insurance,—a business 
in which the publicity demanded on the 
part of the corporations engaged therein, 
is probably greater than in any other line 
of industry. 

President Roosevelt has 
most 


presented a 
impartial, clear and illuminating 
statement in regard to the present indus- 
trial situation in this country. Whether 
Congress accepts his ideas or not, what 
he has said is certain to exert a modifying 


influence upon public opinion, and to en- 


able us to face modern business conditions 
with less prejudice and a better under- 
standing as to actual facts. Industrial 
consolidation has caused many violent 
changes, and to those who are directly af- 
fected these changes often seem harsh, 
but we believe it is a mistake to oppose a 
tendency which is certain to prevail; on 
the contrary, the wisest course to pursue 
is to recognize these conditions, adapt 
ourselves to the changing circumstances, 
and move forward with ‘the world along 
the line of progress. 


AGENCY MOVEMENT. 





Concentration in Fire Insurance, 

We hear a great deal nowadays about 
“Insurance Trusts,’ for which those en- 
gaged in the business know there is no 
foundation. It has even been hinted at 
in some quarters, that an insurance trust 
would be formed sooner or later, one of 
the objects of which would be the aboli 
tion of local agents. I am not a believerin 
such a sophistry, and cannot think this 
step will ever be seriously considered. 

In every line of business now partially 
controlled by so-called ‘‘trusts,’’ men with 
experience, ability and capital have been 
able thus far to successfully compete, and 
should the agency system ever be serious- 
ly menaced with extermination, the lead- 
ing local agents of the country would find 
no difficulty in organizing gigantic com- 
panies to protect and write the business 
they control. But the American agency 
system, must, in my judgment, endure. 
The local agent is, and always will be, an 
indispensable factor in harvesting the 
crop of so-called “preferred” risks, for 


which all insurance companies throu, h- 
out the length and breadth of this great 
country are every day and every hour in- 
dustriously sowing seed. The countless 
scattered small risks which all companies 
seek, will always be controlled by the lo- 
cal agent, and this alone will keep him 
in the business and assure his perma- 
ency. This being so, it seems to me es- 
sential to mutual advantage, that there 
be a closer relationship and a greater 
“community of interest’ batween the 
company and the local agent. 

The observing local agent who watcnes 
the signs and the tendencies of the times, 
knows that the number of companies do- 
ing the insurance business of the coun- 
try will, in the course of time, gradually 
be reduced, and by the same token, the 
number of local agents will be lessened. 
The time will, in my opinion, have to 
come when only agents of acknowledged 
ability and experience will be intrusted 
with the responsibilities attaching to the 
representation of the leading companies, 
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and when only the agent who makes the 
company’s interests his interests will be 
sought after. The agent who does this 
will have solved the problem of protecting 
the interests of his client also. In the 
weeding-out process, natures’ inexorable 
rule must be followed, that of the “sur- 
vival of the fittest.” Those agents who 
spell commission with a capital C and 
company and client ‘with a small c will 
have no place in the ranks, and must fall 
by the wayside. 
J. Washenheimer, Peoria, Ill. 
ss Ss S& 

Origin Of The Kentucky Association. 

The organization of the Local Under- 
writers’ Association of Kentucky was first 
suggested to a committee of local agents 
which attended the Legislature at Frank- 
fort, in 1896, in the interest of a resident 
agents’ law. These agents were smarting 
under defeat at the hands of the gover- 
nor, who had vetoed their bill, after they 
had succeeded in putting it through the 
Legislature, and after they had met with 
defeat in getting it through several pre- 
vous Legislatures. 

An irritating feature in connection with 
the veto arose from the fact, that it was 
generally understood the governor had 
been largely influenced in his action by 
the argument of a prominent distiller, who 
was getting his insurance in companies 
not only writing over the heads of their 
agents, but not writing in strict accord 
with tariff rates. 

Despairing of securing reforms and a 
recognition of their rights which a resi- 
dent agents’ law would afford, the com- 
mittee immediately set on foot a move- 
ment to protect themselves. The out- 
come was the organization of the Local 
Underwriters’ Association of Kentucky, 
which held its first annual meeting in 
Louisville, May, 1896. In this connection 
tt may be mentioned that it was the or- 
ganization of the Kentucky association 
which suggested the idea of a national 
association, at the first meeting of which 
in Chicago, in the fall of 1896, Kentucky 
was represented by one of the largest 
delegations in attendance. 

It is thus seen that the Kentucky As- 
sociation came into existence in the midst 
of a Legislative atmosphere, and it has 


.a few of the local offices. 


been piling up experience in the legisla- 
tive fine ever since. The experience, 
however, has mainly come from fighting 
bad bills rather than promoting others 
supposed to be good. Not that we have 
given up the fight for a Resident Agents’ 
Law. We expect to again present this 
bill to the Legislature which meets the 
first of January, 1902, and also a Fire 
Marshall Law, with fine prospects of suc- 
cess for both. 

But the most of our experience with 
Legislative matters has come from fight- 
ing anti-trust and anti-compact laws. We 
had to wrestle with bills of this charac- 
ter at each of the Legislative sessions of 
1897-8 and 1899-1900. It required no small 
amount of labor and tact to accomplish 
their defeat. We were finally successful 
on both occasions, 

I think it can be truly said, therefore, 
that if our association had done nothing 
else to deserve to live, its success in de- 
feating. obnoxious legislation would be 
alone sufficient. No worse bill was ever 
presented to any legislature than the 
anti-trust bill which was offered in the 
Kentucky Legislature of 1899-1900, which 
was chiefly directed at fire insurance com- 
panies, and which meant ruin to both the 
companies and the agents, so far as this 
state was concerned. 

By Henry F. Duncan. 


Agency Concentration. 
Louisville, Ky., Dec. 12, 1901. 
Editor of Insurance Bconomics: 

I read with no little interest what you 
had to say in your last issue on the sub- 
ject of ‘‘ Consolidation of Agencies,” a 
subject which has been very fully dis- 
cussed and considered by a number of the 
leading offices in this city and which 
scheme, I think, to some extent originated 
here. 

You may remember some years back of 
a publication in the “Insurance Herald” 
on this subject and it is still being dis- 
cussed and favorably considering by quite 
You invite dis- 
cussion on this subject and in view of 
this, I will give you an. outline of the 
form it took at this place. 

It was proposed to make it an incor- 
porated agency, each of the offices get- 
ting stock in proportion to the amount of 
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business turned in to the company and 
to endeavor to take in none but sole 
agency companies. The mamy good points 
accruing from other business consolida- 
tions were of course part of the induce- 
ment in this and additionally, it seemed 
to hold out the inducement of the per- 
petuation of a man’s life work in behalf 
of his family after he is dead and gone. 

In order to stimulate activity on the 
part of the stockholders, it was proposed 
that a certain percentage should be paid 
direct upon all renewals and an addi- 
tional percentage upon all new business 
brought into the office, the remainder 
passing into a sinking fund, so to speak, 
out of which to pay the expense of man- 
agement and the remainder to go as divi- 
dends upon the stock. 

The compensation upon renewals and 
new business might be limited, say to 5 
and 10 per cent respectively, which would 
hold out a continued inducement for ac- 
tivity and the remainder to go as sug- 
gested above, the business to be managed 
by the officers and directors, as any other 
corporation would be. It was proposed to 
issue for a half million a similar amount 
of stock. A big advantage thus accrues 
with respect to inheritance, as there is 
considerable of an unknown value to a 
well-established agency after a man’s 
death. 

A. H. ROBINSON. 
ses Se 

The Louisville proposition 
tremelyinteresting one. It is also very ad- 
vanced and for this reason will appear 
Utopian to many. Nevertheless, to those 
taking a long look into the future, the 
conditions outlined are by no means im- 
possible of realization. 
what the future may bring forth in fire 
insurance. Changes are rapidly taking 
place. New methods are being constantly 
introduced, and the whole economic sit- 
vation is likely at any time, to be subject 
to startling and more or less violent re- 
adjustments. We recall the publicily 
given to the plan outlined by Mr. Robin- 
son, and in the July, 1899, number of tiis 
magazine, commented upon the matter 
as follows: 

“The attempt at centralization in the 
local agency business at Louisville, may 


is an ex- 


No one can say 


be but a premature illustration of what 
evolution in due time will bring about. 
All things are possible. Powerful causes 
are at work effecting mighty changes. 
The rapidity of progress in the present 
age is something never before witnessed 
or conceived, and wise men will be pre- 
pared in every respect for the new things 
which the future ha’s in store for them.” 

No one can tell what may be done in 
regard to a more perfect utilization of 
facilities, to the economizing of effort and 
the production of results. It is a question 
in which every local agent is vitally in- 
terested. None can say when and where 
the changes may affect their interests. 
The man who best understands the situ- 
ation, will be the best equipped to meet 
it when it arises. We would like very 
much to hear from others on this import- 
ant question, whatever their views may 
be. We wish to help the readers of this 
magazine to a knowledge of the facts 
which will be helpful to their interests. 
In doing so, we may not always say what 
is expected or what is popular. Our aim 
is, however, to present the truth as we 
understand it, at all times. 

cs SF 
Does The Agent Own The Business. 

At the annual convention of the Nation- 
al Association of Local Fire Insurance 
Agents at Put-in-Bay in September, quite 
a lively discussion ensued upon this 
question: “Does the company or the 
agent own the business?” This dis- 
cussion was precipitated by the protest 
made by President Washburn of the 
Home against what he believed to be 
the arbitary dictum of local boards in 
regard to this question. 

He declared, in his address before the 
National Association, that ‘fire insurance 
is free for all and neither company nor 
agent has a claim upon it after the ex- 
piration of an existing contract.” He 
claimed that the companies could not 
accede to the position taken by some of 
the local boards, for if they did no agent 
could compete with another, and a risk 
once placed on an agent’s book would 
remain there forever free from com- 
petition, and thus gives force and effect 
to the prevailing sentiment in favor of 
anti-trust laws. He said, furthermore, 
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that an attempt to enforce a rule of this 
kind would result in local demoralization. 

A resolution introduced before’ the 
National Association, declaring that the 
business belonged to the agent was de- 
feated. At the same time it was clear 
that a strong sentiment existed among 
agents in favor of some such action, and 
it was publicly stated that the matter 
would be taken up in a number of State 
associations and a declaration made 
affirming the principle that the business 
belonged to the agent. 

The first state association to act upon 
this suggestion is that of Virginia. At 
its recent annual meeting it declared 
“that the business on the books of the 
companies, placed there by a local agent, 
belongs to that agent and not to the 
company.” It was suggested that the 
agents in every town and city in the State 
pass a rule to this effect. 

It is not improbable that other State 
associations will take similar action. The 
question is quite a serious one, and 
represents an extreme phase of the 
agency movement which is likely to result, 
unless it is carefully handled, in a conflict 
between company and agency interests. 
The near future will undoubtedly bring 
about some changes in the relations be- 
tween companies and agents. The present 
tendency is for the companies to secure 
more direct control over rates. On the 
other hand, the tendency is for the agents 
to secure more control of the business. 

This is, a logical working out of the 
fire insurance situation. The companies 
alone are the final judges as to the cost 
of production and should, therefore, name 
the rate at which their commodity shall 
be sold. The agent, on the other hand, 
on account of his local situation, his 
knowledge of risks and his close touch 
with the property owner, is bound, in the 
nature of things, to exercise a practical 
control over the disposition of the busi- 
ness. f 

We find that the following statement 
made in the September number of 
“Insurance BEconomics” represents the 
position held by many prominent agents 
and company managers in regard to this 
important question: 

“When it comes to a question between 


‘the association that 


the company and the agent as to who 
owns the business, it is a matter of fact 
as to which can control and hold the risk 
at equal rates. If the agent can not hold 
it without cutting, it belongs to the com- 
pany, but if the company can only take 
away the business from the agent by 
cutting the rate, then it simply admits 
that, given an equality of opportunity, 
it can not control the business, and, there- 
fore, does not own it. The agent does not 
hold the business merely because he has 
the title of agent, but because he has the 
confidence of his clients. A resolution by 
the agency associations, stating that the 
business belongs to the agent is not sound 
as an assertion of broad principles, except 
as far as it applies to the actual facts. 
In the majority of cases the facts show 
that the agent controls the business and 
that this is recognized by companies in 
their relations to the field force.’ 


es St 


The Virginia Association. 

The Virginia Association of Local Fire 
Insurance Agents at its annual meeting, 
adopted some important legislation affect- 
ing the interests of agents and companies, 
in addition to the declaration above 
named. It declared that the Wharton 
anti-compact law of that state had proved 
an utter failure and had _ unjustly 
restricted the companies and agents in 
the lawful conduct of their business. The 
association, therefore, pledged its united 
effort to secure a repeal of this law at 
the coming session of the legislature. 

The Association also recorded its dis- 
approval of dual agencies in cities of less 
than 75,000 population and invoked the 
aid of field men and urged local agents 
in every city or town where dual agencies 
exist, to at once bring about a correction 
of the evil to the end that no company 
shall have but one representative in such 
city or town. 

It also took up the question of broker- 
age and voted that it was the sense of 
the question of 
brokers’ commissions be taken up by 
every local board and that where a 
brokerage is allowed, the same shall not 
exceed 5 per cent of the net premium. 
It was also voted that the secretary of the 
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association prepare an agreement in ac- 
cordance with this vote, to be presented 
to each local board for signature and that 
the agreement thus signed become effec- 
tive on January 1, 1902. 

The question of membership in the State 
Association was discussed and acted 
upon, and an important step was taken 
in voting that agents will not be recog- 
nized as members of the State Association 
unless they are members in good standing 
of the local board of the city or town 
in which they are engaged in business, 
provided that such a local board exists. 
A graded system of fees for membership 
was also adopted, by which agents in 
cities or towns of 5,000 or more inhabi- 
tants, shall pay $2.00 per annum and 
agents in towns of less than 5,000 popu- 
lation, $1.00 per annum. No iocal agent 
who acts as general or special agent of 
any company, shall be admitted to mem- 
bership. 

Proposed New England Association. 

The proposition to organize a New Eng- 
land association of local agents has been 
thoroughly discussed since the action of 
the Connecticut Association appointing a 
committee to confer with other associ- 
ations upon the matter. The co-operation 
of the Massachusetts and Maine associ- 
ations is probably assured. The secretary 
of the association, Mr. 
William Gilmour, and the chairman of 
the executive committee of the Maine 
association, Mr. H. N. Pinkham, have 
both favored the idea for a long time 
and have been most active in promoting 


Massachusetts 


it. 

There seems to be some difference of 
opinion as to the best way in which the 
organization of a New England Associa- 
tion shall be brought about, or 
rather in which way the interests of New 
England agents shall be best subserved. 
Mr. Gilmour believes that the proposi- 
tion could be met in two ways; first, by 
appointing a general committee for New 
England, composed of the execu- 
tive committee or officers of the 
various State associations, or by 
forming a New England association com- 
posed of members of all the State associ- 
ations, having each State represented on 
the executive committee, with sub-com- 


mittees to look after the interests of each 
state. 

There is also another way in which the 
situation can be met, namely, by the 
organization of a New England Associa- 
tion which will stand in the same relation 
to the State 4ssociations as the National 
Association does to the State Associations 
of the country. On this plan the New 
England Association would act under 
delegated authority from each state 
association, and each of these associations 
would be represented in the New England 
association by duly appointed delegates. 
In this way the autonomy of the different 
states would be preserved, while at the 
same time the larger association would 
be in a position to act in respect to those 
questions which affect the interests of 
New England agents as a whole. 

All of these plans will be carefully con- 
sidered and that one adopted which tends 
best to promote the interests of agents 
as a whole, and which will not only in- 
crease the strength of the associated 
movement in New Pngland, but will at the 
same time add strength to the National 
movement, upon the success of which all 
State and sectional associations must, 
in the final analysis, depend. 

ss Ss MS 
Expenses Of Agency Associations. 

The question of who shall pay the ex- 
penses of agents’ associations, especially 
where a salaried manager is employed 
whose work in a degree relates to the 
maintainance of tariff rates and rules and 
the introduction of better practices in the 
business, continues to interest agents. In 
this connection it is interesting to know 
that the Illinois Association has for the 
present discontinued its salaried manager. 

When the Illinois Association was 
started those prominently identified with 
the movement, principally agents located 
in Chicago, made liberal contributions to 
Subsequently the dues 
procured from the membership were 
added to these funds. Last winter, 
during the legislative campaign, a mana- 
ger was employed by the association, on 
a salary, to visit the different cities and 
towns in the state and do what he could 
towards interesting local agents and in- 
ducing them to join the movement. Defi- 


meet expenses. 
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nite results were accomplished in the line 
of increasing the membership and in 
cementing the interests of local agents 
in the defensive movement against ad- 
verse legislation. 

The executive officials of the Illinois 
Association believe, however, that the 
present condition of the organization 
does not necessitate the employment of a 
salaried manager, which has imposed 
quite a heavy expense on the association. 
These expenses have been borne entirely 
by the association out of the funds con- 
tributed by the agents themselves. The 
association is now in excellent financial 
condition with a substantial surplus on 
hand, and it has not felt called upon to 
ask the companies to contribute to any 
of its expenses. In fact, its officers 
believe that this is an unwise thing to do, 
especially as the association in Illinois 
has nothing to do with the question of 
rates. It is strictly an agents’ association. 

Mr. Clarence S. Pellet of Chicago ex- 
presses the following opinion in regard to 
the expenses of agents’ 
“If the local agents are to maintain an 
association they ought to do so in fact 
as well as in name. If the companies 
pay the bills how can you call it a “Local 
Agents’ Association?’’ Ordinarily, the one 
who pays has the right to say something.” 

In Wisconsin, conditions 
appear to be slightly different from those 
in Illinois, and more similiar to those in 
Ohio, a different sentiment exists in 
regard to the expenses of agents’ assocl- 
ations. The Wisconsin Association has 
just begun to try an experiment with a 
salaried manager, who has now been: at 
work for about three months, and accord- 
ing to reports received from that state 
has met with remarkable success. His 
expenses have thus far been borne by the 
agents themselves, but it is believed that 
his work cannot be continuously pro- 
secuted without additional funds. 

While the Wisconsin Association has no 
direct control over rates, it appears that 
the manager has accomplished effective 
work in holding agents in line upon 
tariff rates and preventing demoralization 
in particular localities. In view of the 
kind of work in which the manager is 
engaged,—work which is usually per- 
formed by the companies, but which they 


associations: 


where the 


are not directly able to do at present 
under the anti-compact law,—it is believed 
among the agents that a part, if not all, 
of the expenses incident to the employ- 
ment of a manager should be borne by 
the companies. It is claimed that some 
of the things which the companies desire 
accomplished can be done in this way. 
As expressive of the sentiment of Wiscon- 
sin agents Mr. E. J. Tapping of Milwaukee 
has the following to say: 

“Our manager has proven that agents’ 
associations can accomplish more than 
company organizations.- For instance, lo- 
cal agents seem to take very kindly to 
suggestions from an _ organization of 
which they are members, while the same 
suggestions if made by the companies or 
their special agents immediately arouse 
suspicion. Our manager was successful 
in reorganizing a local Board at Beaver 
Dam, where they had been running wild 
for two years, and at other places agents 
who have been out of the local boards 
for years have been induced to return to 
the fold. I am of the opinion that the 
Western Union’s proposition not to pay 
these expenses is a mistake. Our ex- 
perience certainly indicates that the com- 
panies can well afford to pay for the 


maintenance of agents associations, for 
through them much may be accomplished 


which could never be realized in any 
other way.” 

considerable difference of 
opinion among local agents in regard to 
the propriety of charging the expenses of 
local associations to the companies, but 
the opinion in favor of doing so seems to 
be based entirely upon the fact that, in 
some instances, the State associations 
are performing work on behalf of the 
companies which, under ordinary circum- 
stances, would be performed by the com- 
panies themselves. So far as the work of 
the agents’ associations is directed to- 
wards promoting the self-interest of the 
local agents it is not expected that the 
companies will stand this expense. On 


There is 


‘the broad question involved there is quite 


a general feeling that, if the agents’ 
associations are to accomplish their best 
work, it is better for them to keep entirely 
clear of entanglements with the 
panies in regard to expenses. 
Incorporated fire insurance agencies are 


com- 
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INCORPORATED 


FIRE INSURANCE AGENCIES. 





Incorporated fire insurance agencies are 
just at present attracting considerable at- 
tention in fire insurance circles. The num- 
ber of these agencies is constantly in- 
creasing, not only in large, but in small 
cities. There are probably not many cit- 
ies of importance in which there are not 
one or more incorporated agencies. Lo- 
cal agents and companies not directly 
concerned are inclined to view this ten- 
dency with some apprehension on ac- 
count of its possible effect upon the con- 
trol of local premiums. 

It is understood that in some instances 
these agencies are incorporated almost 
wholly for the purpose of distributing the 
stock among property owners, who, in 
turn for this consideration, are expected 
to place their insurance in the agency 
concerned, and through the medium of 
receive an indirect rebate 
Attempts have been 


dividends to 
from the tariff rate. 
made in some localities to handle this fea- 
ture of the case, by requiring in the 
board rules that where agencies are in- 
corporated a list of all the stockholders 
shall be filed for public inspection, the 
design being to prevent in this way the 
distribution of stock among property own- 
ers. 

It is recognized, however, that the rapid 
increase of incorporated agencies cannot 
be accounted for altogether upon the 
theory of indirect rebate. There are 
many cases where this incorporation is 
brought about on perfectly legitimate 
grounds, and for the purpose of comply- 
ing with modern business conditions and 
rendering the business of the local agen- 
cies more secure, especially where part- 
nership arrangements exist. 

It is an interesting fact that Mr. C. H. 
Woodworth, the ex-president of the Na- 
tional Agents’ Association and present 


chairman of the executive committee of 
that body, is at the head of a prosperous 
incorporated agency in the city of Buffa- 
lo. In this instance the stock is held 
entirely within the agency and incorpora- 
tion was brought about solely forthe bene- 
fit of the partners in their relations to 
each other. Mr. Woodworth states that 
the proper solution of the incorporated 
agency question is to require that a. list 
of stockholders be filed with the local 
board. By this means it can readily be 
seen whether the stock is being placed for 
the purpose of controlling insurance. 

Among progressive underwriters it is 
not considered wise to oppose the ten- 
dency towards incorporation among local 
agencies, where the transaction is a legit- 
itimate one, as it is in many cases. There 
is, however, an objection to incorporated 
agencies advanced among the companies 
on other grounds, namely, that the lia~ 
bility of the agency is limited to the capi- 
tal stock, and that there may, therefore, 
be less protection to the company as a 
ereditor of the agency. It is also held 
that an incorporated agency cannot serve 
the interests of the company with as 
much fidelity as in the case of individuals. 
It is admitted, however, that the general 
tendency in everything is towards the in- 
corporation of the individual’s interest 
and that from this point of view the in- 
corporated fire insurance agancy may be- 
come quite general. 

In Massachusetts incorporated agencies 
have encountered one difficulty in being 
unable to obtain a license under the state 
law. The insurance commissioner and 
the attorney-general of that state inter- 
pret the law in regard to brokers’ licenses 
to admit of their issuance to individuals 


only. 
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The following are Members of the 


National Association of Local Fire Insurance Agents 


ALABAMA 
N. Waller, Selma 
Tohn W. Scheible & Co., Mobile 
Chames & Batre, Mobile 
COLORADO: 
R. S. Brannen 
( 
CONNECTICUT 
Dickinson, Beardsley & Bearc 
d, Waterbury 
Waterbury. 
, New Haven. 
Co., New Have: 


& Co., Bridgeport. 


Stevens & Sons, 
ury 
Hatch, New Britain 
Frank D. Layton, So. Norwalk 
j Atwater & Sons, Derby 
Wakefield, Hartford 
Conklin & ¢ Hartford 
imball & Parker, Hartford 
Merwin & Lemmon, 
Bri igey 
James A 
DISTRICT OF COLUMBIA 
Ralph W. Lee, Washington 
Wolf & Cohen, Washington 
GEORGIA 
Fred W 
ILLINOIS 
Case, Shepard & Co., ¢ hicago 
Smith, Miller, Whitney & Bart 
Chicago 
W. E. Rollo & Son, Chicago. 
Pellett & Hunter, Chicago 
Frank F. Holmes, Chicago. 
KANSAS: 
R. P, Cravens, Salina. 
Leslie C. Gray, Salina 
Charles S. Elliot, Topeka. 
John M. Kinkel, Hutchinson. 
KENTUCKY 
A. H. Robinson, I 
McAtee & Duncan 
LOUISIANA 
Peter F. Pescud, New Orleans. 


Hy es, Waterbury 


Atlanta 


uisville. 
Louisville 


nkham, Portland 
son, Adams & Co., Portland 
P. Turr Portland 
Burrows & Brown, Bangor 
Tyler, Fogg & Co., Bangor 
George T. Holyoke, Houlton, 
C. Lynam, Bar Harbor. 


MASSACHUSETTS 
Gilmour & Coolidge, B 
zers & Howes, Bost 


. Plympton puthbridge. 
George Y¥. W ellington & Son, 
Arlington 
George N. Alden, New Bedford 
MICHIGAN 
Warren, Br 
MINNESOTA 
Christian & Wagner, Minneapolis 
Alexander ( , Minneapolis 


Jacob Stone, Minneapolis 


MISSOURI 


wn & Co., Detroit 


phe 
impbe 


H.G. Buckingham, St. Joseph 
Delafield & Snx Si. Louis 
George LD. Markham, St. Louis 

NEBRASKA 
B. L. B win & Co., Omaha 

NEW HAMPSHIRE 
G. D. Barrett, Dover 
William G. Berry, Manchester 

NEW JERSEY 
mn. os 


ynlon, Newark 


ng, Buffalo 


C. B. Armstr 
ley, Buffal 


Woodworth & Haw 
Clark, Williams & Groves, 
] a 
bell, Buffalo. 
jale, Watertown 
ndeville, Olean 
* hley, Rochester 
Emmet Rhodes, Auburn 
H. W. Greenland, Syracuse 
NORTH CAROLINA 
Walker Taylor, Wilmington 


NORTH DAKOTA 
W. A. Gordon, Grand Forks 
J. Christensen, Towner 


Alexander, Canton 
ibacher & Co 


3 roy, Columbus 
nas H. Geer, Cleveland 
W. Neale, Cleveland. 
Runnals & Manchester 
Merwin Jackson, Toledc 
Louis L. Rauh, Cincinnati 
E. E. Stark, Clyde 
C. A. Leech, Uhrichville. 
M. Hobart, Fremont 


Cleveland 


, Youngstown 
T. Spitler, Findlay 


PENNSYLVANIA 
W. B. Flickinger, Erie 
L. J. Van Anden, Erie 
Vm. H. Arrott, Philadelphia 


RHODE ISLAND 
Starkweather & Shepley 


Providence 


SOUTH CAROLINA 


Reeves & McTureous, Charlestor 


TEXAS: 
W. I 


San Antoni 


Stiles 


1, Salt Lake City 


’, Wilsor 
Salt Lake City 


Hugh Anderson 


VIRGINIA 
Cuthbert Bros., Petersburg 
Childrey & Metts, Norfolk 
Robert Lee Traylor, Richmon 
WASHINGTON 
B. W. Baker, Seattle 
Walter J. Ball, Tacoma 
Watson, Hanford & Co., Seattle 


Arthur D. Jones, Spokane 
WISCONSIN 


F.. J. Tapping, 
1. N. Manson 


Milwaukee 
Wausau 


























NORTHERN 


ASSURANCE 
COMPANY 


OF LONDON 


Eastern and Southern 
Departments, 
33 PINE ST., NEW YORK. 


George W. Babb, Manager 
T. A, Ralston, Sub-Manager. 




















H LMER, President 
}. W SKI INNER Secretary 
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Organized 1857. 


North western Mutual Life Ins. Co. 


Purely Mutual and Transacts Business only in the United States. 
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BEST RESULTS 


TO POLICY-HOLDERS, MOST ATTRACTIVE POLICIES. 


Business Accepted Only from Regular Agents of the Company. 


For Further Information, or an Agency, address: 


WILLARD MERRILL 
Vice-President and Superintendent of Agencies, Milwaukee, Wis. 





JOHN C.PAIGE KCO. | 


INSURANCE 


20 KILBY STREET 


BOSTON. 





Berkshire 


Life Insurance Co. 


OF PITTSFIELD, MASS 


F. J. FOSS, Manager, 


Boston, Mass. 


) Water Street - - 





T F hf To Policyholders 
0 Be ait u and Agents ......- 
to of the management of the l nion 





Mi itual. To serve all interests impartially. 
To treat part h tcandor. To 
issue rality. To 
make the utmost 
promptness. To be fai niall dealings 

H i le Ae can always have 


Union Mut val Life Insurance Co. 


Portland, Maine. e  ™corporated 
FRED E. RICHARDS, President. 
ARTHUR L. BATES, Vice-President 


EDSON D. SCOFIELD, ~~, rrtro Am. Tract 
S, y Bldg, rs Nassa , New York City. 
THOR NT IN CHASE apt, 84 Ad jams St., Chicago, 
i! 

















The Leading Fire Insurance Company of America’ 





WM. B. CLARK, President. 
W.H. KING, Secretar E. 0. WEEKS, Vice-Prest 


A.C. ADAMS, HENRY E. REES, Aast. Secretaries. 








wc ie Se 6’ ye kp 4 7" eee ee 











gee 





